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In the District Court of the United States, Southern 
District of California, Central Division 


Civil No. 5421-P.H. 


PAUL MALLONEE, et al., 
Plaintiffs, 
vs. 


JOHN H. FAHEY, et al., 
Defendants. 


ORDER OF REFERENCE TO 
SPECIAL MASTER 


An order of the above-entitled Court having been 
inade on the 23rd day of January, 1948, effectuating 
the resolution and order of the Home Loan Bank 
Board No. 388, dated January 17, 1948, rescinding 
the conservatorship of the Long Beach Federal 
Savings and Loan Association and ordering, among 
other things, the time, place and manner in which 
said conservatorship shall be terminated, and the 
management and control of said Association and the 
assets thereof returned to the Board of Directors 
of said Association, the holding of a special election 
of a board of directors and officers of said Associa- 
tion, the form and method of accounting to be made 
by said conservator to said Association and to the 
Court, and other matters, and it appearing that 
exceptional conditions require the appointment of 
a Special Master to aid and assist in effectuating 
said order in that the transfer and delivery of the 
assets of the said Association from the possession 
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of the defendant A. V. Ammann to the possession 
of the officers and directors of the Association is a 
task of considerable consequence that will require 
the constant attention and full-time services of an 
officer of the Court familiar with the involved and 
extended litigation and its complexities, and that 
the effectuation of such transfer without damaging 
the financial reputation of the Association is impor- 
tant to the community, for the [4708*] Association 
has some 16,000 member-savers and some 8,000 
member-borrowers, receives savings of the public, 
and has assets allegedly totaling some twenty-six 
million dollars; and the Court further finds that in 
view of the extended and complex litigation, friction 
and disagreement will be extremely difficult to avoid 
and would imperil the financial reputation of the 
Association and the interests of its shareholders. 

It further appears to the Court that because of 
the extreme complexity of the problems to be deter- 
mined by such Special Master, it is to the best inter- 
ests of all of the parties litigant that said Special 
Master should be one familiar with all of the multi- 
fold phases of said litigation from its inception. 
The Court has, therefore, on its own motion and 
initiative and without the suggestion of any other 
person, requested Ronald Walker, Esq., to assume 
such duties. Each of the principal parties to this 
action, msofar as it concerns the conservatorship of 
said Long Beach Federal Savings and Loan Asso- 
ciation, has expressed its willingness that Ronald 
Walker act in such capacity, such consent having 
been expressed as follows: 


*Page numbering appearing at foot of page of original Certified 
Transcript of Record. 
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By Wyckoff Westover, Esq., on behalf of the 
plaintiffs Paul Mallonee, et al. 

By Charles K. Chapman, Esq., on behalf of 
the Long Beach Federal Savings and Loan 
Association. 

By Hon. James Carter, United States Attor- 
ney, on behalf of the defendants John H. Fahey, 
individually and as former Federal Home Loan 
Bank Commissioner; A. V. Ammann, individ- 
ually and as conservator for the Long Beach 
Federal Savings and Loan Association; all the 
defendant Government officials, the Home Loan 
Bank Board, and its predecessor Government 
agencies and officials. 

By W. F. McKenna, Esq., on behalf of the 
Home Loan Bank Board. 


It Is, Therefore, Ordered, Adjudged and Decreed : 


1. That Ronald Walker, Esq., be and he hereby 
is appointed as Special Master in the above-entitled 
action, to conduct and regulate all proceedings by 
the parties litigant, or others, pursuant to [4709 } 
said order that the conservator for the Long Beach 
Federal Savings and Loan Association be removed 
and its assets returned to the directors and officers 
of the Association, a copy of which said order is 
appended hereto and hy this reference made a part 
hereof. 


9. That said Special Master shall determine the 
methods of and regulate and supervise the turning 
over of the assets of the Long Beach Federal Sav- 
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ings and Loan Association by the conservator to the 
Board of Directors of said Association and the re- 
ception thereof by said Board of Directors acting 
through the officers of said Association, and all 
matters relating thereto. 


3. That the said Special Master shall direct and 
supervise the special election by shareholders and 
members of said Long Beach Federal Savings and 
Loan Association, and all matters relating thereto. 


4. That said Special Master shall supervise the 
proceedings for, and rule upon the adequacy of, the 
accounting to be made by said conservator pursuant 
to said order, and all matters relating thereto. 


5. That said Special Master shall act as referee 
between the parties litigant, or any of them, in 
resolving any controversies which may arise in con- 
nection with any of the subject matters of said order 
and rule thereon. 


6. That said Special Master shall at all times 
have access to the premises of the said Association 
and its books and records, and shall regulate and 
control the inspection of the assets, books and rec- 
ords of said Long Beach Federal Savings and Loan 
Association in connection with said order of the 
Court. 


~ 


(. That said Special Master shall have the power 
to issue such orders and conduct such meetings, 
hearings and proceedings as are necessary or appro- 
priate in connection with the said order of the Court. 


8. That said Special Master, in addition to the 
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powers [4710] herein specified, shall have all of the 
general powers conferred upon a Special Master 
under Rule 53 of the Federal Rules of Civil Pro- 
cedure. 


9, That said Special Master shall prepare a 
report or reports upon all matters herein submitted 
to him at the conclusion of the proceedings, and 
from time to time as may be necessary, or as the 
Court may require. 


10. That said Special Master shall have full 
authority to incur necessary expenses for facilities 
im connection with said special mastership and to 
employ and pay all necessary personnel, including, 
without limiting, stenographers, accountants, short- 
hand reports, agents and representatives to assist 
him in the orderly execution and performance of 
his duties. All such personnel are hereby declared 
to be casual labor. The Special Master shall, from 
time to time, file with the clerk an itemization of 
expenses and liabilities incurred by him, including 
salaries and fees, and the clerk shall make payments 
to said Special Master out of the funds of the Long 
Beach Federal Savings and Loan Association on 
deposit in the Registry of the Court, in accordance 
with said itemization. 


11. That the compensation of said Special Mas- 
ter shall be fixed by the Court at the conclusion of 
his services as Special Master and from time to time 
upon petitions for interim allowances duly pre- 
sented. <All allowances to said Special Master for 
necessary expenses for facilities, salaries of per- 
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sonnel or otherwise, and for fees, shall be paid from 
the funds of the Long Beach Federal Savings and 
Loan Association now on deposit in the Registry of 
the Court, or from such other assets of said Long 
Beach Federal Savings and Loan Association as the 
Court may direct. 

Dated at Los Angeles, Calif., this 23rd day of 
January, 1948. 

/s/ PEIRSON M. HALL, 
Judge. [4711] 


The undersigned hereby consent to and approve 
the foregoing Order: 
WESTOVER & SMITH, 
By /s/ WYCKOFF WESTOVER, 
Attorneys for the Plaintifts- 
Petitioners. 


/s/ CHARLES K. CHAPMAN, 
Attorney for L. B. Federal 
Savings & Loan Assn. 


THOMAS & WALLACE, 
By /s/ H. 0. WALLACE, 


Attys. for Def. and Cross- 
Claimant, Title Service Co. 


/s/ JAMES M. CARTER, 
U.S. Attorney. 


/3s/ WILLIAM F. McKENNA, 
For Home Ioan Bank Board. 
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O'MELVENY & MYERS, 
By /s/ JOHN WHYTE, 


Attys. for Third-Party Defendant and Cross-Claim- 
ant Federal Home Loan Bank of Los Angeles. 


/s/ RAYMOND TREMAINE, 
Attorney for Defendant and Cross-Claimant, Robert 
H. Wallis. 


[Endorsed]: Filed January 23, 1948. [4712] 


[Title of District Court and Cause. ] 


ITEMIZATION OF LIABILITY INCURRED 
FOR WAGES BY SPECIAL MASTER 


Ronald Walker, Special Master in the above- 
entitled action, presents herewith his interim itemi- 
zation of hability for wages incurred by him and 
respectfully shows: 


1. That pursuant to the order of reference 
herein, it has been necessary for said Special Mas- 
ter, in the execution and performance of his duties, 
to employ personnel as casual labor as set forth in 
the attached Itemization of Liability. 


2. That attached hereto is an Itemization of Lia- 
bility incurred by such Special Master for wages 
for said employees between the dates 8:30 a.m. 
Thursday, June 1, 1950, and 5:00 p.m. Friday, June 
30, 1950. 


9 


3. That said order of reference provides that 
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upon the filing of an Itemization of Liability for 
wages incurred, the Clerk shall make payments. to 
said Special Master of such amount out of the funds 
of the Long Beach Federal Savings and Loan Asso- 
ciation on deposit in the Registry of the [19999] 
Court. 


Wherefore, petitioner prays that said Itemization 
of Liability for Wages Incurred be approved by this 
Honorable Court and that the Clerk of this Court 
be instructed to pay the said sum of $480.42 to said 
Special Master out of the funds of the Long Beach 
Federal Savings and Loan Association on deposit 
in the Registry of the Court. 


/s/ RONALD WALKER, 
Special Master. [20000] 


The foregoing Itemization of Liability incurred 
for wages by said Special Master for the period 
between June 1, 1950, and June 30, 1950, is hereby 
approved and the Clerk of this Court is instructed 
to pay to said Special Master the said sum of 
$480.42 from the funds of the Long Beach Federal 
Savings and Loan Association on deposit in the 
Registry of the Court. 


Dated: This 17th day of July, 1950. 


/s/ PEIRSON M. HALL, 
Judge. 
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I hereby consent to and approve the foregoing 
order. 
Dated: July 8th, 1950. 


/s/ CHARLES K. CHAPMAN, 
Attorney for Long Beach 
FS&LA. [20001] 


Name Noalts. Rate Total 

Minnie Eyrich 

Ov 1 aol aaa 451, 1.25 $ 56.92 

PP MEO BO) nee nnnn-aneeneeosccsssesci=e 221% 1.25 27.50 
Margaret Darneal 

G/B) occ nae nnn onectanssaneoeces 104 1.50 156.00 
Mack M. Racklin (Court Reporter) 

em MCU CMEC. Gy U7 eh) ee cee capecennnsa cen descceeerteececs 240.00 

$480.42 


I hereby certify that the foregoing is a true and 
correct itemization of lability meurred by me as 
Special Master in the above-entitled action for 
wages of personnel employed by me for the period 
beginning June 1, 1950, and ending June 30, 1950. 


/s/ RONALD WALKER, 
Special Master. 


[Endorsed]: Filed July 11, 1950. [20002] 
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Ata stated term, to wit: The February Term, A.D. 
1950, of the District Court of the United States of 
America, within and for the Central Division of the 
Southern District of California, held at the Court 
Room thereof, in the City of Los Angeles, on Mon- 
day, the 24th day of July, in the year of our Lord 
one thousand nine hundred and fifty. 


Present: The Honorable Peirson M. Hall, 
District Judge. 


[Title of Cause. ] 


MINUTE ORDER 


For hearing on (1) report of progress of parties 
herein made in re negotiations for settlement; (2) 
report of Ronald Walker, Special Master, as to how 
inspection of San Francisco Bank is progressing, 
pursuant to order therefor granted Dec. 8, 1948; 
(3) motion to approve further report of Special 
Master on discovery proceedings, filed Feb. 27, 1950, 
and continued from March 6, 1950: (4) order to 
show cause directed to the Federal Home Loan 
Bank of San Francisco, sometimes known as FHLB 
of Portland, and to the Federal Home Loan Bank 
of Los Angeles, and to all of the 300 financial insti- 
tutions, the purported Directors and Officers thereof, 
and the former Directors and Officers of said pur- 
ported San Francisco Bank, why the relief prayed 
for in the motion of this moving party for an order 
for the dissolution of the San Francisco Bank 
should not be granted pursuant to notice and order 


us. tonald Walker, ete. 13 


therefor signed and filed July 6, 1948; (5) motion 
of defendant and cross-defendant Federal Home 
Loan Bank of San Francisco, and the cross-defend- 
ants Wm. A. Davis and Gerritt Vander Ende, sued 
in this action individually, and as a Director and/or 
Officer of the Federal Home Loan Bank of San 
Francisco, for a summary judgment in favor of said 
eross-defendants and against the cross-defendant 
Long Beach Federal Savings & Loan Assoce., pur- 
suant to notice July 30, 1948; and (6) motion of 
defendants C. N. Boynton, et al., cross-defendants, 
for a summary judgment, pursuant to notice filed 
July 30, 1948; [20010] 

Wyckoff Westover, Esq., appearing as counsel for 
plaintiffs and Shareholders’ Protective Committee ; 
Paul Fitting, Ass’t U. 8S. Atty., appearing as coun- 
sel for Federal Home Loan Bank Board, John H. 
Fahey, and A. V. Ammann; and Ronald Walker, 
Special Master, being present; 

Filed third Interim Report of Special Master on 
discovery proceedings. 

On the Court’s own motion it is ordered that all 
hearings are continued to Oct. 2, 1950, 10 a.m. 

On the Court’s own motion it is ordered that hear- 
ing on motion of plaintiffs in Case No. 5678-PH 
Civil, and third-party defendants and cross-claim- 
ants in Case No. 5421-PH Civil, Federal Home 
Loan Bank of Los Angeles, et al., for summary judg- 
ment, set for Aug. 14, 1950, is continued to Oct. 2, 
1950, 10 a.m. [20011] 
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THIRD INTERIM REPORT OF SPECIAL 
MASTER ON DISCOVERY PROCEEDINGS 


To The Honorable United States District Court: 


Ronald Walker, Special Master, presents here- 
with his Third Interim Report on the discovery 
proceedings instituted pursuant to Rule 34 FRCP, 
and respectfully shows: 


1. That subsequent to the report of the Special 
Master on the Type, Nature and Character of Files 
Maintained by the Federal Home Loan Bank of 
San Francisco, filed November 29, 1948, following 
the preliminary proceedings to determine the man- 
ner and mode to be pursued in the discovery pro- 
ceedings, further discovery was deferred because 
of the pendency of [20012] settlement negotiations, 
until January 19, 1950. 


2. On January 19, 1950, formal discovery pro- 
ceedings were recommenced at the office of the 
Federal Home Loan Bank of San Francisco at their 
Los Angeles Branch. Hearings have continued in- 
termittently subsequent to that date and 39 hearings 
have been held as follows: January 19, 20, 23, 24, 
27; February 14, 15, 17, 21, 28; March 7. 8, 9, 20; 
April 4, 5; May 2, 3, 4, 9, 10, 11, 16, 17, 18; June 1, 
2, 7, 8, 15, 16, 20, 21, 22, 27, 28, 29: Julv amas 
Lapses in continuity of the proceedings have oc- 
curred from time to time due to the necessity of 
counsel being absent because of other proceedings in 
the instant case, their absence from the city due to 
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further settlement discussions in Washington, D. C., 
during the week of July 17th-24th, illness and trial 
engagements in other cases. The Special Master has 
attempted to push the discovery proceedings as 
rapidly as possible, but occasional eontinuances have 
been necessary for the above reasons. 


3. Participating in the discovery proceedings 
have been the following counsel: Charles K. Chap- 
man Hsq., for Long Beach Federal Savings and 
Loan Association; O’Melveny & Myers, for the Los 
Angeles Bank Group; W. I. Gilbert Jr., Esq., for 
First Federal Savings and Loan Association of Wil- 
mington; Wyckoff Westover, Esq., for Shareholders 
Protective Committee; Irving G. Bishop, Esq., for 
San Francisco Bank; Paul Fitting, Esq., for the 
Official Defendants. Others participating have been: 
Granville Smith, Accountant for Long Beach 
Federal Savings and Loan Association and T. A. 
Gregory, President of plaintiff association. 


4, he proceedings have, from time to time, in- 
volved much acrimonious dispute among counsel. 
Several witnesses have been sworn and testified as 
to many matters involved in the discovery proceed- 
ings. In most instances the Special Master has been 
able to reconcile the differences between [20013] 
counsel. Many rulings have been necessary as to the 
availability of documents for inspection or repro- 
duction and in all such cases photostats have been 
made, sealed and will later be presented to the court 
for ruling. 
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5. Some delay has been occasioned by the neces- 
sity of having files and documents forwarded to the 
hearings from the San Francisco and Portland 
offices of the Federal Home Loan Bank of San 
Francisco. This has precipitated several acri- 
monious arguments, but in the view of the Special 
Master the co-operation of the Federal Home Loan 
Bank of San Francisco has been excellent and 
several thousand pounds of records and documents 
have been forwarded here for inspection. 


6. It has been necessary for the Special Master 
to employ a court reporter and daily transcripts 
have been prepared which now number 39. 


7. The microfilming process has been utilized 
since the beginning of the discovery proceedings for 
two purposes. First, this has been done for the pro- 
tection of the San Francisco Bank, its officers and 
employees, since many original records and docu- 
ments are sent out to be photostated and, secondly, 
to permit counsel to examine the contents of the 
various documents and files with a view box in their 
own offices and away from the formal discovery pro- 
ceedings. A microfilm operator has been emploved 
by the Special Master for this work. As the inspec- 
tion progresses more and more use has been made 
of the microfilm process and 37 rolls of film whieh 
include several hundreds of pictures each, have been 
made and developed. As to the supervisory files the 
Special Master, in an attempt to expedite the dis- 
covery proceedings, will propose to counsel that the 
supervisory files, as produced, be microfilmed in 
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their entirety and that counsel working from the 
microfilm submit to the Special Master written lists 
of those documents which they will wish photostated. 
This should result [20014] in eliminating many 
hearing days with a resulting saving in cost to the 
parties litigant. 


8. There have presently been submitted to the 
Special Master and marked for identification 538 
exhibits. Each of these exhibits contain from 1 to 
1000, or more, documents, each of which it has been 
necessary to mark and identify by number. 


9. Photostating costs in the sum of $4,090.42 
have presently been expended or incurred by the 
parties litigant, in connection with photostating 
ordered through the discovery proceedings. 


10. There are now physically present in Los 
Angeles, six (6) transfer file drawers containing 
various bookkeeping records, transfer ledgers, stock 
records, expense vouchers and receipts, which have 
been requested and which the Special Master an- 
ticipates will be made available to counsel and ac- 
eountants at the next hearing. 


11. Supervisory Files. Mr. A. C. Newell, who 
was appointed by the Home Loan Bank Board to 
remove from the supervisory files, matters which 
should not be inspected because of the public inter- 
est involved, has been engaged for several weeks 
on such work. This has involved a review of several 
thousands of files of associations in California, Ari- 
zona, Nevada, and Hawaii, which makes up approxi- 
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mately two-thirds in number of the member savings 
and loan associations in the 11th District, as pres- 
ently constituted. The Special Master is advised 
that the number of these files which will be pro- 
duced for inspection will approximate 1000 files and 
in bulk, 14 file drawers. 


12. No work has been done as yet upon the 
supervisory files of member associations in the ter- 
ritory comprising Oregon, Washington, Idaho, 
Utah, Montana and Alaska. [20015] 


13. It is difficult, if not impossible, to suggest a 
date at which the discovery proceedings can be con- 
cluded, as it cannot be known to the Special Master 
what files and records will be requested as the hear- 
ings progress. If it is necessary to inspect all of 
the supervisory files, which are now located in Los 
Angeles, it is evident that the proceedings cannot 
be concluded before late fall. If it is necessary to 
inspect the supervisory files of the associations in 
the northern area much more time will be con- 
sumed. All possible efforts will be given to con- 
eluding the matter as soon as possible and with the 
co-operation of all parties and the increased use of 
the microfilming process, it may be that they ean 
be completed sooner than is now contemplated. 


Dated: July 24, 1950. 
/s/ RONALD WALKER, 
Special Master. 


[Endorsed]: Filed July 24, 1950. [20016] 
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[Title of District Court and Cause.] 


ANSWER TO THE COMPLAINT IN INTER- 
VENTION OF LILLIAN A. COGGSWELL 


Come now the defendants, Home Loan Bank 
Board, William K. Divers, Chairman; J. Alston 
Adams, Member, and O. K. LaRoque, Member, of 
the Home Loan Bank Board, the Federal Savings 
and Loan Insurance Corporation, a [20052] cor- 
porate instrumentality of the United States wholly 
owned by the United States, and John H. Fahey, 
and for their defense to the Complaint in Interven- 
tion in the above-entitled actions of Plaintiff in 
Intervention, Lillian A. Coggswell, state: 


First Defense 


Ay, 

The Home Loan Bank Board is an agency of the 
United States and the United States has not au- 
thorized or consented to suit against it. The Home 
Loan Bank Board and the United States are in- 
dispensable parties to the above-entitled actions. 


side 
The said Board is an unincorporated body and 
is not a suable entity. 


III. 

The official residence of said Board is in the 
District of Columbia and for the purposes of these 
actions and said Complaint in Intervention said 
Board is an inhabitant of the District of Columbia. 
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No service of process has been had upon said Board 
within the State of California of the said Complaint 
in Intervention or at all in these actions. 


TV. 

The official residences of William K. Divers, 
Chairman; J. Alston Adams, Member, and O. K. 
LaRoque, Member of the Home Loan Bank Board, 
are in the District of Columbia and for the purposes 
of these actions and said Complaint in Intervention 
they are inhabitants of the District of Columbia. 
The residence of John H. Fahey is in the State of 
Massachusetts, and for the purposes of these actions 
and said Complaint in Intervention he is an in- 
habitant of said State. No one of these defendants 
is a resident or inhabitant of the State of Cali- 
fornia. The only attempted service of process on 
any of these defendants was in the District of 
Columbia. Service of process was not had upon any 
of said defendants in the State of California. The 
Court has not acquired jurisdiction over them and 
neither these actions nor this Complaint in Inter- 
vention can be maintained against them in the State 
of Califorma. These defendants deny that they are 
subject to the jurisdiction of this Court. [20053] 


we 
The principal office of the Feedral Savings and 
Loan Insurance Corporation is in the District of 
Columbia, it maintains no office in the State of 
California, and there is no officer or agent in Cali- 
fornia upon whom service of process has been or 
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ean be made. The only purported service of proc- 
ess on the Federal Savings and Loan Insurance 
Corporation has been in the District of Columbia. 
The Federal Savings and Loan Insurance Corpora- 
tion has not been properly served with process. 


VI. 

Neither the above-entitled actions nor any part of 
them is an action to enforce any lien upon or claim 
to, or to remove any encumbrance or lien or cloud 
upon the title to, real or personal property within 
the District, nor do they involve any action in inter- 
pleader or in the nature of interpleader upon which 
an order for substituted service may legally be 
based. 

VII. 

William Kk. Divers, Chairman; J. Alston Adams, 
Member, and O. K. LaRoque, Member, of the Home 
Loan Bank Board, and John H. Fahey, and each of 
them are indispensable parties to these actions and 
this Court has no jurisdiction over them or any of 
them. 

Second Defense 


iL 

These defendants and each of them incorporate 
by this reference and make a part hereof all the 
defenses and statements in the answers of the Home 
Loan Bank Board, William K. Divers, Chairman ; 
J. Alston Adams, Member, and O. K. LaRoque. 
Member, of the Home Loan Bank Board, and John 
HW. Fahey, and each or any of them, to the plain- 
tiff’s First Amended and Supplemental Complaint, 
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to the Amended Cross-claim and Supplemental 
Cross-claim of defendant Long Beach Federal 
Savings and Loan Association, to the Third Party 
Cross-claim of the Federal Home Loan Bank of 
Los Angeles, to the Cross-claim of the Title Service 
Company, and to the Cross-claim and all Supple- 
mental Cross-claims in Interpleader of the Title 
Service Company. [20054] 


hai: 
These defendants deny the allegations of para- 
graph I of the said Complaint in Intervention. 


HA Tila 
These defendants have no information upon 
which to base a belief as to the truth of the al- 
legations of paragraphs II, III, IV, and V of the 
said Complaint in Intervention. 


IV. 

In answer to paragraph VI of the said Complaint 
in Intervention these defendants state that A. V. 
Ammann was the Conservator for the Long Beach 
Federal Savings and Loan Association from May 
20, 1946, to January 24, 1948, and during all such 
period exercised his functions as said Conservator 
except October 1 and 2, 1946; that these defendants 
have no information upon which to state a belief 
as to the conditions imposed by the Title Service 
Company on the performance of any duties the 
said Title Service Company may owe to the Plain- 
tiff in Intervention; that said Title Service Com- 
pany is owned, controlled and dominated by the 
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person or persons who control and dominate the 
Long Beach Federal Savings and Loan Association 
and is his or their alter ego; that these defendants 
have no information upon which to form a belief 
as to the descriptions of or references to the note 
and deed or whether said note and deed is referred 
to in orders of the Court; and that these defend- 
ants on information and belief deny every other 
allegation of said paragraph. 


v 
These defendants deny the allegations of para- 
graphs VII, VIII, and IX. 


VL. 

As to paragraphs X and XI, these defendants 
deny that this Court has any jurisdiction over any 
of these actions or proceedings, and state that this 
Court has no power to grant any of the relief 
prayed for by the Plaintiff in Intervention. These 
defendants have no information upon which to form 
a belief as to the Plaintiff in Intervention’s danger 
of being barred by the running of the statute of 
limitations on said note and deed of trust or other 
risk or danger faced by said Plaintiff in Interven- 
tion. [20055] 

VII. 

Except as specifically admitted herein, these de- 
fendants deny each and every allegation of said 
Complaint in Intervention. 
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Third Defense 


The said Complaint in Intervention of Lillian 
A. Coggswell fails to state a claim upon which 
relief can be granted. 


Fourth Defense 


These defendants and each of them deny that he 
or it has or ever has had or asserted any claim or 
right to any fund in this Court, or to any property 
in any way involved in this litigation located in 
the State of California, or any claim or interest to 
any property held, owned, or claimed by the Long 
Beach Federal Savings and Loan Association, or 
to the note and deed of trust or either of them 
described in the said Complaint in Intervention. 

* * * 

Wherefore, these defendants pray that the return 
of service of process upon the defendants, Home 
Loan Bank Board; William K. Divers, Chairman; 
J. Alston Adams, Member; O. K. LaRoque, Mem- 
ber of the Home Loan Bank Board; the Federal 
Savings and Loan Insurance Corporation; and 
John H. Fahey and each of them be quashed, that 
the Complamt in Intervention of Intervenor Lil- 
lian A. Coggswell be dismissed, that the defendants 
recover their cost and disbursements therein and 
for such other and further relief as may be proper 
in the premises. 
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Dated this 3rd day of August, 1950. 


ERNEST A. TOLIN, 
United States Attorney. 


PAUL FITTING, 
Assistant U. 8. Attorney, 


iby /s/ PAUL FEDTING, 

Assistant United States Attormey, Attorneys for de- 
fendants, Home Loan Bank Board; William 
K. Divers, Chairman; J. Alston Adams, Mem- 
ber; and O. K. LaRoque, Member of the Home 
Loan Bank Board; John H. Fahey; and the 
Federal Savings and Loan Insurance Corpora- 
tion. 


[Endorsed]: Filed August 3, 1950. [20056] 


[Title of District Court and Cause. ] 


ANSWER OF A. V. AMMANN AND GEORGE 
K. BRAMLEY TO THE COMPLAINT IN 
INTERVENTION OF LILLIAN A. COGGS- 
WELL 


Come now the defendants, A. V. Ammann and 
George K. Bramley, and file this their Answer to 
the Complaint in Intervention in the above-entitled 
actions, of Plaintiff in Intervention, Lillian A. 
Cogeswell, and state: [20057] 


First Defense 


Ty 
The said Complaint in Intervention fails to state 
a claim upon which relief can be granted. 
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Second Defense 


dig 
The Home Loan Bank Board is an agency of the 
United States and the United States has not author- 
ized or consented to suit against it. The Home Loan 
Bank Board and the United States are indispen- 
sable parties to the above-entitled actions. 


Ie, 
The said Board is an unineorporated body and 
is not a suable entity. 


IL. 

The official residence of said Board is in the 
District of Columbia and for the purposes of these 
actions and said Complaint in Intervention said 
Board is an inhabitant of the District of Columbia. 
No service of process has been had upon said Board 
within the State of California of the said Com- 
plaint in Intervention or at all in these actions. 


i Y 

The official residences of William K. Divers, 
Chairman; J. Alston Adams, Member; and O. K. 
LaRoque, Member, of the Home Loan Bank Board; 
are in the District of Columbia and for the pur- 
poses of these actions and said Complaint in Inter- 
vention they are inhabitants of the District of 
Columbia. The residence of John H. Fahey is in 
the State of Massachusetts, and for the purposes 
of these actions and said Complaint in Intervention 
he is an inhabitant of said State. No one of these 
defendants is a resident or inhabitant of the State 


us. Ronald Walker, ete. 2AM 


of California. The only attempted service of proc- 
ess on any of these defendants was in the District 
of Columbia. Service of process was not had upon 
any of said defendants in the State of California. 
The Court has not acquired jurisdiction over them 
and neither these actions nor this Complaint in 
Intervention can be maintained against them in the 
State of California. [20058] 


ve 
Neither the above-entitled actions nor any part 
of them is an action to enforce any lien upon or 
claim to, or to remove any encumbrance or lien or 
cloud upon the title to, real or personal property 
within the District, nor do they involve any action in 
interpleader or in the nature of interpleader upon 
which an order for substituted service may legally 
be based. 
Vie 
William K. Divers, Chairman; J. Alston Adams, 
Member; and O. K. LaRoque, Member, of the Home 
Loan Bank Board; and John H. Fahey, and each 
of them are indispensable parties to these actions 
and this Court has no jurisdiction over them or 
any of them. 


Third Defense 


IE 
These defendants incorporate herein as if the 
same were part hereof all the denials and state- 
ments in the Separate Answer of A. V. Ammann 
to Cross-Clatm in Interpleader of Title Service 
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Company and their answers, or the answers of 
either of them, to the plaintiff’s First Amended 
and Supplemental Complaint, to the Amended 
Cross-Claim and Supplemental Cross-Claim of De- 
fendant Long Beach Federal Savings and Loan 
Association, to the Third Party Cross-Claim of the 
Federal Home Loan Bank of Los Angeles, and to 
all supplemental cross-claims in interpleader of the 
Title Service Company, all in the above-entitled 
actions. 
Jil, 

These defendants deny the allegations of para- 

graph I of said Complaint in Intervention. 


JU 

In answer to paragraph II of said Complaint in 
Intervention, these defendants state that from May 
20, 1946, to January 24, 1948, except October 1 and 
2, 1946, defendant A. V. Ammann was the duly 
appointed and acting Conservator for the Long 
Beach Federal Savings and Loan Association; that 
these defendants are informed and believe and 
therefore state the facts to be, with respect to the 
said note and deed of trust held by Plaintiff in 
Intervention Lillian A. Coggswell, as [20059] fol- 
lows: 

(1) In September, 1946, the said Lillian A. 
Coggswell advised an employee of the Long Beach 
Federal Savings and Loan Association at the offi- 
ces of the said Association that she held a first lien 
on the property described in said Complaint in 
Intervention; that wpon inquiry by the employee of 
the Long Beach Federal Savings and Loan Associa- 
tion at that time it was determined that the lien 
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of the said Lillian A. Coggswell was inferior to 
the lien of the Association; that later in the same 
month the said Lillian A. Coggswell came to the 
offices of said Association and paid off in full the 
loan held by the Association on said property; that 
accordingly the Association delivered to the said 
Lillian A. Coggswell the original deed of trust, the 
original deed of trust note perforated with ‘‘Paid”’ 
stamp and executed request for reconveyance, and 
a fire insurance policy of the Merchants’ and Manu- 
facturers’ Insurance Company; that the said Lil- 
han A. Coggswell acknowledged receipt of these 
documents on a copy of a letter addressed to her 
by the Association; that the records of the Asso- 
ciation indicate that before the appointment of the 
conservator the Association had requested the trus- 
tee to institute foreclosure proceedings; that on or 
about October 8, 1946, the attorney for the said 
Lilian A. Coggswell wrote to the Long Beach 
Federal Savings and Loan Association that it had 
been the intention of the said Lillian A. Coggswell 
to take an assignment of the note and deed of 
trust rather than to repay the said loan; that on 
or about October 10, 1946, the said attorney for the 
said Lillian A. Coggswell returned the documents 
given on or about September 27, 1946, to the said 
Lillian A. Coggswell and requested that the Asso- 
ciation give the said Lillian A. Coggswell an as- 
sigument of these documents in order that she 
might proceed to collect the balance of the money 
due on the said loan or foreclose the deed of trust 
if that became necessary; and that in accordance 
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with this request the Association assigned the loan 
to the said Lillian A. Coggswell without recourse 
to it. [20060] 


(2) That the books and records of the Long 
Beach Federal Savings and Loan Association ac- 
curately reflect the aforesaid transaction, and that 
the said books and records, and all documents re- 
ceived by the Association during the period of the 
conservatorship properly retainable by it were de- 
livered pursuant to the order of this Court to the 
custody of those persons designated by the Court 
on or about January 24, 1948, and are incorporated 
in and are a part of the Accounting of the de- 
fendant A. V. Ammann furnished pursuant to the 
order of this Court. 

And that as to the other allegations of said para- 
graph II these defendants have no information on 
which to form a belief. 


Le 
Tn answer to paragraphs III, IV, and V of said 
Complaint in Intervention, these defendants state 
the facts to be as herein elsewhere set forth, and 
these defendants have no knowledge wpon which to 
form a belief as to the truth of the other allega- 
tions of said paragraphs III, IV, and V. 


V. 

In answer to paragraph VI of the said Com- 
plaint in Intervention these defendants state that 
A. V. Ammann was the Conservator for the Long 
Beach Federal] Savings and Loan Association from 
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May 20, 1946, to January 24, 1948, and during all 
such period exercised his functions as said Con- 
servator except October 1 and 2, 1946; that these 
defendants have no information upon which to state 
a belief as to the conditions imposed by the Title 
Service Company on the performance of any duties 
the said Title Service Company may owe to the 
Plaintiff in Intervention; that said Title Service 
Company is owned, controlled and dominated by the 
person or persons who control and dominate the 
Long Beach Federal Savings and Loan Association 
and is his or their alter ego; that these defendants 
have no information upon which to form a belief 
as to the descriptions of or references to the note 
and deed or whether said note and deed is referred 
to in orders of the Court; that the facts are as 
herein elsewhere set forth; and that these defend- 
ants on information and behef deny every other 
allegation of said paragraph VI. [20061] 


vale 
These defendants deny the allegations of para- 
graphs VII, VIII, and IX. 


VI. 

As to paragraphs X and XI, these defendants 
deny that this Court has any jurisdiction over any 
of these actions or proceedings, and state that this 
Court has no power to grant any of the relief 
prayed for by the Plaintiff in Intervention. These 
defendants have no information upon which to form 
a belief as to the Plaintiff in Intervention’s danger 
of being barred by the running of the statute of 
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limitations on said note and deed of trust or other 
risk or danger faced by said Plaintiff in Interven- 
tion. 
Vaile 
Except as specifically admitted herein, these de- 
fendants deny each and every allegation of said 
Complaint in Intervention. 


Fourth Defense 


I. 

These defendants state that they or either of 
them does not have and never has had or asserted 
any claim adverse or contrary to the Long Beach 
Federal Savings and Loan Association. These de- 
fendants state that during the time he was such 
Conservator the said A. V. Ammann performed the 
functions and duties of the office of said Conserv- 
ator but that since January 24, 1948, he has never 
been or claimed to be Conservator nor claimed, as- 
serted or exercised any right or power in econnec- 
tion with any asset or property of the Long Beach 
Federal Savings and Loan Association. Neither of 
these defendants has any claim of any nature to 
the note and deed of trust described in said Com- 
plaint in Intervention. 

* * * 

Wherefore, these defendants pray that the said 
Complaint in Intervention be dismissed, that these 
defendants recover their costs and disbursements 
herein and for such other and further relief as may 
be proper in the premises. 
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Dated August 3, 1950. 


ERNEST A. TOLIN, 
United States Attorney, 


By /s/ PAUL FITTING, 
Assistant United States Attorney, Attorneys for 
Defendants A. V. Ammann and George K. 
Bramley. [20062] 


District of Columbia, 
City of Washington. 

A. V. Ammann, being first duly sworn, deposes 
and says: 

That he is the defendant A. V. Ammann in the 
consolidated actions in the United States District 
Court for the Southern District of California, 
known as Mallonee, et al., v. Fahey, et al., and Fed- 
eral Home Loan Bank of Los Angeles, et al., v. 
Federal Home Loan Bank of Portland, et al., Civil 
Aetions 5421-PH and 5678-PH; that he has read 
the foregoing Answer and knows the contents 
thereof and that the same is true to his own knowl- 
edge, except as to those matters which are therein 
stated on information and belief, and as to those 
matters he believes them to be true. 

/s/ A. V. AMMANN. 


Subscribed and sworn to before me this 27th day 
of July, 1950. 
[Seal] /s/ PAUL PFEIFFER, JR., 
Notary Publie. 
My commission expires Oetober 15, 1952. 


[Endorsed]: Filed August 3, 1950. [20063] 
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ITEMIZATION OF LIABILITY INCURRED 
FOR WAGES BY SPECIAL MASTER 


Ronald Walker, Special Master in the above- 
entitled action, presents herewith his interim itemi- 
zation of liability for wages incurred by him and 
respectfully shows: 


1. That pursuant to order of reference herein, 
it has beén necessary for said Special Master, in 
the execution and performance of his duties, to em- 
ploy personnel as casual labor as set forth in the 
attached Itemization of Liability. 


2. That attached hereto is an Itemization of 
Liability incurred by such Special Master for wages 
for said employees between the dates 8:30 a.m., 
Monday, July 3, 1950, and 5:00 p.m., Monday, July 
31, 1950. 


3. That said order of reference provides that 
upon the filing of an Itemization of Liability for 
wages incurred, the Clerk shall make payments to 
said Special Master of such amount out of the 
funds of the Long Beach Federal Savings and 
Loan Association on deposit in the Registry of the 
Court. [20069] 


Wherefore, petitioner prays that said Itemiza- 
tion of Liability for Wages Incurred be approved 
by this Honorable Court and that the Clerk of this 
Court be instructed to pay the said sum of $138.25 
to said Special Master out of the funds of the Long 
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Beach Federal Savings and Loan Association on 
deposit in the Registry of the Court. 


/s/ RONALD WALKER, 
Special Master. [20070] 


The foregoing Itemization of Liability incurred 
for wages by said Special Master for the period be- 
tween July 3, 1950, and July 31, 1950, is hereby 
approved and the Clerk of this Court is instructed 
to pay to said Special Master the said sum of 
$138.25 from the funds of the Long Beach Federal 
Savings and Loan Association on deposit in the 
Registry of the Court. 


Dated: This 11th day of August, 1950. 


/s/ PEIRSON M. HALL, 
Judge. 


I hereby consent to and approve the foregoing 
order. 


Dated: August 9th, 1950. 


/s/ CHARLES K. CHAPMAN, 
Attorney for Long Beach 
FS&LA. [20071] 


Name No. Hrs. Rate Total 

Minnie Eyrich 

Of 8 > (i ears 15 1.25 $ 18.75 

LIS o/s Renee ene ci ee 22.50 
Margaret Darneal 

2S Ss (U2) Ee eee 38 1.50 57.00 
Mack M. Racklin (Court Reporter) 

Meomocarement 1/28/00..........--2csscessecnensevensenadsecntecencseceses 40.00 


$138.25 
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I hereby certify that the foregoing is a true and 
correct itemization of liability incurred by me as 
Special Master in the above-entitled action for 
wages of personnel employed by me for the period 
beginning July 3, 1950, and ending July 31, 1950. 

/s/ RONALD WALKER, 
Special Master. 


[Endorsed]: Filed August 11, 1950. [20072] 


[Title of District Court and Cause.] 


AFFIDAVIT OF PAUL FITTING 


United States District Court, 
Southern District of California 


Ss. 


Paul Fitting, being duly sworn, says: 

That he is Assistant United States Attorney for 
the Southern District of California, and has had 
general supervision of the preparation of a supple- 
mental or a complete new accounting to be filed by 
A. V. Ammann; 

That in preparing such supplemental or new ac- 
counting he has endeavored to ineet and consult with 
all counsel concerned, and with their [20073] ac- 
countants, in order that all possible views as to the 
scope of the new or supplemental accounting might 
be obtained, and all possible objections anticipated 
or satisfied where possible and where such eould be 
done consistently with the position of the official 
defendants in this litigation; 
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That in the past ninety days there have been 
mumerous conferences between the parties to the 
litigation looking towards the reconciling of the 
differences of the parties concerning the scope of 
the supplemental or new accounting, and that most, 
but. not all, of those differences have been elimi- 
nated ; 

That continuous and joint attention of all counsel 
involved to the accounting problems has not always 
been possible because of other more pressing aspects 
of the case, such as the regular discovery proceed- 
ings, the Coggswell intervention, the fee order hear- 
ing, and the preparation of the three appeals now 
pending, all of which have taken most of counsels’ 
time devoted to this litigation ; 

That a squad of accountants from the Federal 
Bureau of Investigation, under the supervision of 
Special Agent Murray B. Myerson, is presently at 
work in the office of the Long Beach Federal Sav- 
ings and Loan Association going through the papers 
relating to all of the approximately five thousand 
loans in existence during the conservatorship for 
the purpose of preparing detailed seventy-one item 
schedules on each such loan; 

That said work is the first, but largest, item to be 
covered in the supplemental or new accounting; 

That the amount of supplemental and additional 
work to be done in connection with the accounting 
is substantial and will require time well beyond 
August 22, 1950; that an extension of at least ninety 
days 1s necessary, and that at the end of such ninety 
days counsel and the Court will be in a better posi- 
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tion to judge when the accounting can be concluded. 
/s/ PAUIO EE DING: 


Subseribed and sworn to before me this 18th day 
of Aug., 1950. 
EDMUND L. SMITH, 
Clerk, United States District Court, Southern Dis- 
trict of California. 


By /s/ THEODORE HOCKE, 
Deputy Clerk. 


[Endorsed]: Filed August 21, 1950. [20074] 


[Title of District Court and Cause. ] 


ORDER EXTENDING TIME FOR 
FILING ACCOUNTING 

It appearing that the time for defendant A. V. 
Ammann to file either a supplemental accounting or 
a completely new accounting will expire on August 
52 1950-eana 

After considering the affidavit of Paul Fitting, 
Assistant United States Attorney, and good cause 
therefor appearing; [20075] 

It Is Hereby Ordered that the time within which 
defendant A. V. Ammann shall file either a supple- 
mental accounting or a completely new accounting, 
as he may in his judgment deem necessary, is hereby 
extended to and including November 22, 1950. 

Dated: August 18, 1950. 

/s/ RONALD WALKER, 
Special Master. 


[Endorsed]: Filed August 21, 1950. [20076] 
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ITEMIZATION OF LIABILITY INCURRED 
FOR WAGES BY SPECIAL MASTER 


Ronald Walker, Special Master in the above- 
entitled action, presents herewith his interim itemi- 
zation of liability for wages incurred by him and 
respectfully shows: 


1. That pursuant to order of reference herein, 
it has been necessary for said Special Master, in 
the execution and performance of his duties, to 
employ personnel as casual labor as set forth in the 
attached Itemization of Liability. 


2. That attached hereto is an Itemization of Lia- 
bility incurred by such Special Master for wages for 
said employees between the dates 8:30 a.m. Tuesday, 
August 1, 1950, and 5:00 p.m. Tuesday, August 29, 
1950. 


3. That said order of reference provides that 
upon the filing of an Itemization of Liability for 
wages incurred, the Clerk shall make payments to 
said Special Master of such amount out of the funds 
of the Long Beach Federal Savings and Loan Asso- 
ciation on deposit in the Registry of the [20080] 
Court. 


Wherefore, petitioner prays that said Itemization 
of Liability for Wages Incurred be approved by 
this Honorable Court and that the Clerk of this 
Court be instructed to pay the said sum of $671.89 
to said Special Master out of the funds of the Long 
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Beach Federal Savings and Loan Association on 
deposit in the Registry of this Court. 
/s/ RONALD WALKER, 
Special Master. [20081] 


The foregoing Itemization of Liability incurred 
for wages by said Special Master for the period 
between August 1, 1950, and August 29, 1950, is 
hereby approved and the Clerk of this Court is in- 
structed to pay to said Special Master the said sum 
of $671.89 from the funds of the Long Beach Fed- 
eral Savings and Loan Association on deposit in the 
Registry of the Court. 

Dated this 31st day of August, 1950. 

/s/ DAVE W. LING, 
District Judge. 


I hereby consent to and approve the foregoing 
order. 
Dated: August 30th, 1950. 
[Seal] /s/ CHARLES K. CHAPMAN, 
Attorney for Long Beach 
FSCLA. [20082] 


Name No. Hrs. Rate Total 

Minnie Eyrich 

(O/C) Nea 0/5 a 221% 1.25 $ 28.18 

Se CMe te 24 en na a 3714 1.25 47.03 
Mary Miles 

NG ear Os ree 63 1.25 72.75 
M. Johnson 

Ch Ate 62.14 ee ens ee es 35% 1.25 43.93 
Margaret Darneal 

5) ie LEM of 2235 Eee carretera 120 1.50 180.00 

$371.89 


Mack M. Racklin, Court Reporter (per statement) 
(15 days @ $20.00 per day )............50cc-c-ccocccceuecsece se 300.00 


$671.89 
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I hereby certify that the foregoing is a true and 
correct itemization of liability incurred by me as 
Special Master in the above-entitled action for 
wages of personnel employed by me for the period 
beginning August 1, 1950, and ending August 29, 
1950. 

/s/ RONALD WALKER, 
Special Master. 


[Marginal note]: Received check $671.89. 
/s/ RONALD WALKER. 


[Endorsed]: Filed August 31, 1950. [20083] 


[Title of District Court and Cause. ] 


ITEMIZATION OF LIABILITY INCURRED 
FOR WAGES BY SPECIAL MASTER 


Ronald Walker, Special Master in the above-en- 
titled action, presents herewith his interim itemiza- 
tion of liability for wages incurred by him and 
respectfully shows: 


1. That pursuant to order of reference herein, 
it has been necessary for said Special Master, in 
the execution and performance of his duties, to 
employ personnel as casual labor as set forth in the 
attached Itemization of Liability. 


2. That attached hereto is an Itemization of 
Liability incurred by such Special Master for wages 
for said emplovees between the dates 8:30 am. Fri- 
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day, September 1, 1950, and 5:00 p.m. Friday, 
September 29, 1950. 


3. That said order of reference provides that 
upon the filing of an Itemization of Liability for 
wages incurred, the Clerk shall make payments to 
said Special Master of such amount out of the funds 
of the Long Beach Federal Savings and Loan As- 
sociation on deposit in the Registry of the [20157] 
Court. 


Wherefore, petitioner prays that said Itemization 
of Liability for Wages Incurred be approved by 
this Honorable Court and that the Clerk of this 
Court be instructed to pay the said sum of $416.43 
to said Special Master out of the funds of the Long 
Beach Federal Savings and Loan Association on 
deposit in the Registry of this Court. 


/s/ RONALD WALKER, 
Special Master. [20158] 


The foregoing Itemization of Liability incurred 
for wages by said Special Master for the period be- 
tween September 1, 1950, and September 29, 1950, 
is hereby approved and the Clerk of this Court is in- 
structed to pay to said Special Master the said sum 
of $416.43 from the funds of the Long Beach 
Federal Savings and Loan Association on deposit 
in the Registry of the Court. 


Dated: This 3rd day of October, 1950. 


/s/ PEIRSON M. HALL, 
District Judge. 
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I hereby consent to and approve the foregoing 
order. 
Dated: September 30th, 1950. 


/s/ CHARLES K. CHAPMAN, 
Attorney for Long Beach 
FS&LA. [20159] 


Name No. Hrs. Rate Total 

Mary Mild 

Syl > 2) eee eee 6714 1.25 $ 84.43 
Margaret Darneal 

S00) Ge nee 88 1.50 132.00 
Mack M. Racklin, Court Reporter (per statement) 

(covers period 9/12 thru 9/28 only) ____.................--...--- 200.00 

$416.43 


I hereby certify that the foregoing is a true and 
correct itemization of lability incurred by me as 
Special Master in the above-entitled action for 
wages of personnel employed by me for the period 
beginning September 1, 1950, and ending Septem- 
ber 29, 1950. 

/s/ RONALD WALKER, 
Special Master. 


[Endorsed]: Filed October 2, 1950. [20160] 
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At a stated term, to wit: The September Term., 
A.D. 1950, of the District Court of the United 
States of America, within and for the Central Divi- 
sion of the Southern District of California, held at 
the Court Room thereof, in the City of Central on 
Monday, the 2nd day of October, in the year of 
our Lord one thousand nine hundred and fifty. 


Present: The Honorable Peirson M. Hall, 
District Judge. 


[Title of Cause. ] 
MINUTH ORDER 


For hearing on (1) report of the parties herein 
made in re regotiations for settlement; (2) report 
of Ronald Walker, Special Master, as to how in- 
spection of San Francisco Bank is progressing, 
pursuant to order therefor dated Dec. 8, 1948; (3) 
order to show cause directed to Fed. Home Loan 
Bank of San Francisco and to Fed. Home Loan 
Bank of Los Angeles, and to all of the three hun- 
dred financial mstitutions, the purported directors 
and officers thereof, and the former directors and 
officers of said San Francisco Bank, why the relief 
prayed for in the motion of this moving party for 
an order for the dissolution of the San Francisco 
Bank should not be granted, pursuant to notice and 
order therefor signed and filed July 6, 1948; (4) 
motion of defendant and cross-defendant Federal 
Home Loan Bank of San Francisco and the eross- 
defendants Wm. A. Davis and Gerritt Vander 
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Inde, sued in this action individually, and as a 
director and/or officer of the Federal Home Loan 
Bank of San Francisco, for a summary judgment 
in favor of said cross-defendants, and against the 
eross-defendant Long Beach Federal Savings & 
Loan Assoc., pursuant to notice of July 30, 1948; 
(5) motion of defendants C. N. Boynton, et al., 
cross-defendants, for a summary judgment, pur- 
suant to notice filed July 30, 1948; (6) motion of 
plaintiffs for summary judgment on complaint and 
eross-claim of Federal Home Loan Bank of Los 
Angeles pursuant to notice of June 27, 1950; and 
(7) motion of Home Loan Bank Board, et al., for 
summary judgment, pursuant to notice of Aug. 31, 
1950; [20155] 

W. I. Gilbert, Jr., Esq., appearing as counsel 
for First Federal Savings & Loan Assoe., of Wil- 
mington, Calif.; B. W. Priest, Esq., appearing as 
counsel for Federal Home Loan Bank of Los An- 
geles; Arline Martin, Ass’t U. S. Att’y, appearing 
as counsel for Federal Home Loan Bank Board, 
Ponme ld. Hahey, and A. V. Ammann; Thos. F. 
Menzies, Esq., appearing as counsel for Robert H. 
Wallace; 

Court orders cause continued to Dee. 4, 1950, 
10 a.m., for said hearings. [20156] 
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At a stated term, to wit: The September Term 
A. D. 1950, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, 
held at the Court Room thereof, in the City of Los 
Angeles on Thursday the 5th day of October, in the 
year of our Lord one thousand nine hundred and 
fifty. 


Present: The Honorable Peirson M. Hall, 
District Judge. 


[Title of Cause. ] 
EX PARTE ORDER 


Upon oral request of Ronald Walker, Special 
Master, for instructions, it is hereby ordered of the 
Court’s own motion that the orders of reference 
heretofore made, if they contain anything to the 
contrary, are hereby modified so as to permit in- 
spection and copying by the Special Sub-committee 
of the Committee on Expenditures in the Executive 
Departments of the House of Representatives, which 
sub-committee was created on or about Aug. 15, 
1950, or any authorized counsel, investigator, em- 
ployee or member thereof, of any and all records, 
files, documents, instruments or data which are the 
subject of the pending discovery proceedings in the 
above-entitled consolidated case. 


[Endorsed]: Filed October 5, 1950. [20166] 
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At a stated term, to wit: The September Term 
A. D. 1950, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, 
held at the Court Room thereof, in the City of Los 
Angeles on Thursday the 5th day of October, in the 
year of our Lord one thousand nine hundred and 
fifty. 


Present: The Honorable Peirson M. Hall, 
District Judge. 


{Title of Cause. ] 
EX PARTE ORDER 


The Court entered the following ex parte order. 

On the Court’s own motion, the Special Master 
is hereby ordered to make an interim report on 
the progress and status of the accounting hereto- 
fore ordered to be made by certain defendants in 
connection with the order and judgment for the 
turnover of the Long Beach Federal Savings & 
Loan Association. Such interim report shall be 
made on or before Oct. 23, 1950, and copies thereof 
served on counsel for Long Beach Savings & Loan 
Association, Federal Home Loan Bank of Los An- 
geles, et al., Federal Home Loan Bank of San Fran- 
cisco, Plaintiffs Mallonee, et al., Wilmington Federal 
Savings & Loan Association, Title Service Co., 
Robert H. Wallace, and the United States Attorney 
for the Southern District of California. 


[Endorsed]: Filed October 5, 1950. [20167] 
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REPORT ON PROGRESS OF THE 
ACCOUNTING OF A. V. AMMANN 


Comes Now, Ronald Walker, Special Master, in 
the above-entitled case and pursuant to order of 
court made October 5, 1950, files herewith his re- 
port upon the progress of the accounting of the 
Defendant, A. V. Ammann of his conservatorship 
of the Long Beach Federal Savings and Loan 
Association and respectfully shows: 


1. On February 21, 1950, a hearing was held 
before the Special Master to consider the prelimi- 
nary exceptions filed on behalf of the Long Beach 
Association and the Shareholders Protective Com- 
mittee to the accounting of the Defendant A. V. 
Ammann as conservator. In the course of said 
hearing it was [20172] represented by attorneys 
for the Government and for the official defendants 
that accountants for the Federal Bureau of In- 
vestigation would undertake the preparation of a 
new or supplementary account on behalf of the 
Defendant A. V. Ammann. 

At the conclusion of said hearing the Defendant 
A. VY. Ammann was granted an additional period 
of 90 days or until May 22, 1950, within which to 
file such supplementary accounting (see transcript 
P. 34). Thereafter, and on March 7, 1950, a formal 
order to that effect was signed and filed. A copy 
of such order is attached hereto for the convenience 
of the Court and marked Exhibit ‘“A.”’ 
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2. Thereafter by interim orders the time for 
filing such accounting has been extended to Novem- 
ber 22, 1950. 

3. Subsequent to March 7, 1950, numerous con- 
ferences were held between counsel at which the 
attendance of the Special Master was required in an 
effort to agree upon forms and to determine the 
exact information to be reported in connection 
with the item of $952,725.51 interest on mortgage 
loans. Such meetings were held on March 10, May 
9, June 5 and June 15, 1950. Numerous detailed 
forms were submitted by each of the parties in 
an effort to agree upon the type of report to be 
submitted. The commencement of actual work at the 
association was deferred and delayed because of dis- 
agreement among counsel as to the information to 
be supplied. Substantial agreement was finally 
reached, but agreement on all points was never 
reached. 


4+. On August 15, 1950, a meeting was held at 
the Long Beach Association, attended by the Special 
Master; Charles K. Chapman, ksq., attorney for 
Long Beach Association; T. A. Gregory, President 
of the Long Beach Association; My. Smith, ac- 
countant for the Long Beach Association; Wyckoff 
Westover, Esq., attorney for the Shareholders Pro- 
tective Committee; Paul Fitting, Esq., Assistant 
United States Attorney; Murray Myerson, Special 
Agent [20173] of the Federal Bureau of Investiga- 
tion, and two other special agents of the Federal 
Bureau of Investigation. At this meeting methods 
of procedure were discussed and determined and 
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arrangements made for Federal Bureau of Investi- 
gation accountants to have access to the necessary 
information from the files and records maintained 
at the Long Beach Association. 


5. Subsequent to August 15, 1950, one or more 
accountants for the Federal Bureau of Investiga- 
tion have worked intermittently upon said account- 
ing. The exact number of days or man-hours ex- 
pended are unknown to the Special Master, except 
by the reports made by counsel for the Long Beach 
Association and for the Government, and herein- 
after referred to. 


6. Upon the entry of the ex parte order of Oc- 
tober 5, 1950, requiring the Special Master to 
report on the progress of the accounting, the Special 
Master required a report upon such progress to be 
given him by Government counsel and counsel for 
the Long Beach Association. 


7. A copy of the report rendered by the Long 
Beach Association is attached hereto marked Ex- 
hibit ‘‘B.”’ 

8. A copy of the report rendered by Government 
counsel is attached hereto marked Exhibit ‘‘C.”’ 


9. Reference is made to page 6 of Exhibit “B” 
wherein it is estimated in such report that subse- 
quent to August 15, 1950, 250 man-hours have been 
expended upon work on the accounting or an aver- 
age of 28 man-hours per week for one accountant. 
In the opinion of the Special Master this is an 
insufficient showing to report said progiess on said 
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accounting. It has been reported to the Special 
Master that the volume of work necessary, to ac- 
eumulate all of the detailed reports in making the 
supplementary accounting, is such as to require the 
full-time efforts of three or four accountants over 
a period of eight months to a year. 


10. It is quite evident further and additional 
extensions [20174] of time will be necessary for the 
completion of said accounting and if a prompt and 
adequate accounting is to be filed it is essential that 
more accountants will have to be assigned to this 
work. 


Dated: October 18, 1950. 


/s/ RONALD WALKER, 
Special Master. [20175] 


a2 John H. Fahey, et al., 
EXHIBIT A 


In the United States District Court in and for the 
Southern District of California, Central Division 


Civil Action No. 5421-PH 
(and consolidated, related and enjoined actions) 


MALLONEE, et al. 
Plaintiffs, 


FAHEY, et al., 
Defendants. 


ORDER RE SUPPLEMENTAL ACCOUNTING 


The Court on February 10, 1950, having ordered 
that the hearings before the Special Master on the 
accounting of A. V. Ammann be resumed on Feb- 
ruary 21, 1950. and: 

Said hearings having commenced on Tuesday, 
February 21. 1950. at 10:00 a.m. before the under- 
signed Special Master in Hearing Room No. 810 
in the United States Court House and Post Office 
Building. 312 North Spring Street, Los Angeles, 
California. and Mr. Charles K. Chapman, Mr. 
Wryckofi Westover, Mr. Irving G. Bishop and Mr. 
Paul Fitting having appeared on behalf of their 
chents, as heretofore appears of record, and the 
Special Master having heard the arguments and 
statements of said persons present: 

Now Therefore. It Is Hereby Ordered that the 
defendant A. V. Ammann shal! have until May 22, 
1950. to file either a supplemental! accounting or a 
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completely new accounting, as he may [20176] in 
his judgment deem necessary, and; 

It Is Further Ordered that in making and filing 
such supplemental, or completely new, accounting, 
said Ammann shall take into consideration the 
preliminary objections filed in the above cause on 
December 15, 1949, by plaintiffs Mallonee, et al., 
and third-party plaintiff and cross-claimant Long 
Beach Federal Savings and Loan Association, and 
shall attempt within his discretion and where pos- 
sible, to supply the factual] detail requested in such 
preliminary objections; and 

It Is Further Ordered that hearing on the above 
preliminary objections heretofore filed is placed 
off calendar until further order. 

This order is without prejudice to the right of 
the plaintiffs Mallonee, et al., and third-party plain- 
tiff and cross-claimant Long Beach Federal Savings 
and Loan Association to file further or new excep- 
tions to such supplementary or new accounting. 


Dated: March 7, 1950. 


RONALD WALKER, 
Special Master. [20177] 


54 John H. Fahey, et al., 
EXHIBIT B 


In the District Court of the United States in and for 
the Southern District of California, Central 
Division , 

Civil Action No. 5421-P.H. 


MALLONEEF, et al., 
Plaintiffs, 
vs. 
FAHEY, et al., 
Defendants. 


(Consolidated with) 
Civil Action No. 5678—P.H. 


FEDERAL HOME LOAN BANK OF LOS AN- 
GELES, et al., 
Plaintiffs, 


VS. 


FEDERAL HOME LOAN BANK OF SAN 
FRANCISCO, Also Sometimes Known as Fed- 
eral Home Loan Bank of Portland, et al., 

Defendants. 


REPORT OF LONG BEACH FEDERAL SAV- 
INGS AND LOAN ASSOCIATION TO HON- 
ORABLE RONALD WALKER, SPECIAL 
MASTER, RE: PROGRESS BY DEFEND- 
ANTS IN PREPARATION OF THEIR 
AMENDED AND SUPPLEMENTAL AC- 
COUNTING 


Comes Now Long Beach Federal Savings and 
Loan Association, third-party plaintiff and cross- 
claimant, and pursuant to request of the Honorable 
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Ronald Walker, Special Master, for a report on 
progress of defendants Ammann, et al., in the 
preparation of said defendants Supplementary and 
Amended accounting, respectfwly shows to said 
Court and to said Special Master, as follows: 


1. That on October 5th, 1950, the Honorable 
Court, of its own motion, made its Order that the 
Special Master should, on the 23rd of October, 
1950, ‘‘. .. make an interim report on the progress 
and status of the accounting heretofore ordered to 
be made by certain defendants in connection with 
the order and judgment for the turnover of the 
Long Beach Federal Savings & Loan Associa- 
tion .. .”’ That said Special Master thereafter 
requested of counsel representing defendants Am- 
mann, et al., and counsel representing Long Beach 
Federal Savings and Loan Association, a report as 
to the progress made by defendants Ammann, et al., 
in their supplements and amendments to their 
said accounting. 


2. Said Long Beach Association was not among 


the defendants ordered to render such accounting, 
but was one of the parties to whom said accounting 
was to be rendered by defendants Ammann, et al. 


3. Said Association has been trying, by negotia- 
tions, by Court proceedings, by objections to pre- 
vious accountings filed and by all other means within 
its power, to obtain from defendants Ammann, 
et al., a true, correct and detailed accounting, item- 
ized sufficiently so as to present an intelligible 
statement and narrative of what defendant Ammann 
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claims to have done with said Association’s assets, 
aggregating approximately $26,000,000.00, during 
the more than 20 months such assets, seized by Am- 
mann, et al., were under the possession, dominion 
and control of said defendants Ammann, et al. 


4. That the said accounting filed by defendants 
Ammann, et al., was completely lacking in many 
of the essentials of an accounting and was merely 
in the nature of an audit or examination, without 
flow, stopping point, starting point, narrative, item- 
ization or detail. [20179] 


5. That such omissions and lacks in said account- 
ing, were deliberate and intentional and not the 
result of any oversight. That after said Association 
and its Shareholders Protective Committee had ob- 
jected to said accounting, defendants Ammann, 
et al., notwithstanding such objections, failed and 
refused to in any way supplement or add to said ac- 
counting, or otherwise to expand or enlarge the 
same. That when said Honorable Court, upon hear- 
ings on the objections to said accounting, announced 
said Court’s oral opinion that said accounting was 
insufficient, improper and inadequate, said defend- 
ants, Ammann, et al., yet persisted in standing upon 
their said incomplete and inadequate purported ac- 
counting as filed by them, and yet continued to 
refuse to furnish any additional information or 
detail whatsoever. That only after said Court orally 
announced its intention to make an order requiring 
defendant Ammann to return to California and 
testify and give evidence in support of, in corrobora- 
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tion of the said purported accounting, did counsel 
for defendants Ammann, et al., announce their will- 
ingness to supplement, amend and add to, the said 
incomplete, inadequate purported accounting and 
to furnish the details, information and statements 
omitted and lacking from said original purported 
accounting. 


6. That only when confronted with the Court’s 
announced ruling that their presently filed account- 
ing, upon which they had stood, was inadequate and 
unacceptable, did defendants Ammann, et al., offer 
supplementary information. That even then, they 
only offered to furnish such information as was de- 
manded by the objectors. That of the information 
required by the objectors, accounting defendants 
Ammann, et al., have, since the inception of the 
accounting proceedings, refused and still continue 
to refuse, to furnish the following information: 


ne Vitles: 


(1) The title condition of the loans which he 
seized from the Association, whether clear or 
clouded ; 


(2) The title condition of the loans which he re- 
turned to the Association, including new loans made 
by defendant Ammann, as well as those he seized 
from the Association and returned to it, whether 
clear or clouded ; 


(3) The priority of the deeds of trust or other 
security for the [20180] loans seized, whether first 
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deeds of trust, second deeds of trust, or other 
junior liens or encumbrances ; 


(4) The priority of the deeds of trusts, or other 
security for the loans returned to the Association, 
including new loans made by defendant Ammann, 
as well as those he seized, whether first deeds of 
trust, second deeds of trust, or other junior lens 
or encumbrances. 


B. The extent and effect of modification of terms 
of payment of seized $12,000,000.00 of notes and 
deeds of trust. 


As originally filed Ammann’s accounting did not 
disclose which of the loans he had modified by eut- 
ting interest rates, reducing monthly payments, and 
postponing dates of maturity. The supplementary 
information which he has agreed to furnish does 
not include, and Ammann vet refuses to state the 
total results, in dollars of : 


(1) His reduction of interest rates, cutting of 
monthly payments, and extending of maturity dates 
on seized loans; 


(2) His refinancing of such loans, for lower in- 
terest rates, and for longer maturities. 

Such information in the viewpoint of the Associa- 
tion, and those objecting to Ammann’s accounting, 
is prerequisite and essential to any full and com- 
plete accounting, notwithstanding which, account- 
ing defendants Ammann, et al., have refused and 
still refused to furnish such information. 
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i. The Association, through its counsel, notified 
counsel for those accounting, that such withheld 
information rendered the proposed amended and 
supplemental accounting incomplete and subject to 
further objections, notwithstanding which, the ac- 
counting defendants have continued to prepare sup- 
plementary information regarding the loan port- 
folio, deeds of trust, interest collected, reduction of 
interest rates, monthly payments, and postponement 
of maturity dates. That of the 84 objections to 
Ammann’s purported accounting, filed by the Asso- 
ciation and its Shareholders Protective Committee, 
but a minor part have been the subject of such 
conferences. All other matters of such objections 
remain for future consideration. 


9. There have been a series of conferences be- 
tween counsel for the [20181] Association, the 
Shareholders Protective Committee, the <Associa- 
tion’s auditor, and the accounting defendants’ coun- 
sel and auditors. There has also been considerable 
correspondence on this subject of proposed forms 
for the supplemental information concerning said 
loan portfolio and its approximately $12,000,000.00 
of notes and deeds of trust. Such correspondence 
culminated on the part of said Association, in let- 
ters: 


(1) Letter of August Ist, 1950, from counsel for 
said Association to counsel for the accounting de- 
fendants, marked Exhibit ‘‘A,’’ and attached hereto; 


(2) Letter of August Ist, 1950, from counsel for 
the Shareholders Protective Committee to counsel 
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for accounting defendants, marked Exhibit ‘“‘B,”’ 
and attached hereto. 

On August 3rd, 1950, accounting defendants Am- 
mann, et al., through counsel, wrote declining to 
furnish requested information, except they were 
willing to state the date to which interest was paid 
on the loans seized by defendants Ammann, et al., 
on May 20th, 1946; 

On August 15th, 1950, counsel and auditors for 
accounting defendants Ammann, et al., to have 
access to such records of the Association as they 
desired during all regular business hours. 

Since that time, approximately 250 accountant 
man hours have been spent by the various account- 
ants for such defendants in working from the Asso- 
ciation’s records. In the 9 weeks that have thus 
elapsed, this is an average of 28 hours per week 
for one auditor. On a rough estimate, if the work 
continues at the present pace, it is estimated that ap- 
proximately 1 year will elapse before completion 
of this portion of the supplement to the accounting. 

While this is a major portion of the supplemen- 
tary work, it is not all of such work, and it is like- 
wise estimated that considerable additional time 
will be required on other phases of the objections 
to the accounting, dealing with conservator’s charges 
and expenses, transactions in the bond portfolio, 
and many other important matters. 

If the Court should rule that the information 
as to: [20182] 


(1) Titles of the properties securing the loans, 
whether clear or clouded ; 
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(2) The priority of the deeds of trust, whether 
first, seconds, or other junior encumbrances; 


(3) The total dollar extent of Ammann’s (et al.) 
reduction of interest rates, cutting of monthly pay- 
ments, and extensions of maturity dates; 


is information which accounting defendants will 
be required to furnish, it is probable that most of 
the one year of work must be partially at least, 
redone. A ruling by the Court as to the require- 
ment or necessity of furnishing such information 
would be helpful to the progress of defendants’ 
accounting. 


Dated this 16th day of October, 1950. 
Respectfully submitted, 


CHARLES K. CHAPMAN, 
Attorney for Third-Party Plaintiff and Cross- 
Claimant Long Beach Federal Savings and 
Loan Association. [20183] 
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Exhibit A 
August 1, 1950 
Hon. Ernest A. Tolin, 
United States Attorney at Los Angeles, 
Federal Building, 
Los Angeles 12, California. 


In re: Mallonee, et al., vs. Fahey, et al., Civil 
Action No. 5421-P.H. (and consoli- 
dated, related, and enjoined actions 
No. 5678-P.H., in said Southern Dis- 
trict, No. 7989-W.M. in said Southern 
District, No. 28203-G in the Northern 
District and No. 14492 in the Superior 
Court of California) Ammann’s pro- 
posed amended and Supplementary 
accounting. 


Attention: Mr. Paul Fitting 
Assistant United States Attorney 
Dear Sir: 

We have conferred on several occasions concern- 
ing the form of your supplement to the item of 
£952,725.51 interest on mortgage loans filed with 
the court without substantiation, itemization, inter- 
est rate, or detail of any matter whatsoever. 

As the result of the court’s ruling and our num- 
erous conferences, you have at our insistence, indi- 
cated that you will in your supplement to your ac- 
counting disclose the interest rates, the amounts you 
collected, the dates upon which you reduced the in- 
terest rates and monthly payments, but you have 
refused, despite our repeated requests, to inelude 
in your accounting the following information: 


vs. Ronald Walker, etc. 63 


1. Title condition of the loan, (that is, whether 
it is a first or second or other junior lien, and 
whether or not the borrower had title to the prop- 
erty when you made the loan upon it). 


2. The date to which the interest was paid on the 
loans seized by you on May 20, 1946. 


3. The amount of interest required to be collected 
by the terms of the note: 
(a) Until refinanced by you, 
(b) Until modified by you, 
(c) Until assigned by you, [20184] 
(d) Until delivered to court by you, 
(e) After refinancing to January 24, 1948, 
(f) After modified to January 24, 1948, 
(g) After assigning to January 24, 1948. 


4. The amount of interest required by the terms 
of the note after you reduced the interest rates: 

(a) From date of reduction to January 24, 
1948, 

(b) From January 24, 1948, to the date to 
which you extended maturity, 

(c) The amount of the interest called for 
by the original note from date of seizure by 
you to the date to which you extended its ma- 
turity. 


We consider your refusal to furnish this infor- 
mation is a refusal to state to the court, the asso- 
elation and the shareholders, information essential 
to determine the amounts of money involved in your 
changing the terms of payment and rates of inter- 
est of the notes seized by you. A ent of interest 
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rates from 614% to 4% on a $10,000.00 loan, if 
effective for only two months and involving a total 
of only $40.00 or $50.00 loss of interest, is a very 
different from an identical cut in rate of imterest 
over a period of fifteen to twenty years, which 
thereby involves a loss of $2,000.00 ox $3,000.00 in 
interest collectable. Yet your accounting requires 
the shareholders to undertake this computation be- 
eause you refuse to state what you did to the loan. 

This is to notify you that despite the fact that 
our accountant, pursuant to the order of the court, 
will be present when you are working on the asso- 
ciation’s books, that we do not aequiesce in, accept, 
or assent to your omitting from your accounting 
what we consider information essential to an ac- 
curate and true accounting and to the protection of 
the association, its shareholders, depositors and 
others doing business with it. 

We will, at the earliest possible moment, expect 
to take every recourse before the court and what- 
ever other authority may be available to us to 
compel a proper and truthful accounting. [20185] 

We regret the necessity of writing this letter but 
repeated claims of estoppel and acquiescence 
throughout the conduct of this htigation, seem to 
necessitate this letter, in order to preserve the 
rights of those we are seeking to protect. 


Yours truly, 


ee aC eC rere ers Ss nm 5 


Charles k. Chapman, Attorney for Long Beach Fed- 
eral Savings and Loan Association. [20186] 


vs. Ronald Walker, etc. 65 


Exhibit B 
August 1, 1950 
United States Attorney 
Southern District of California 
600 Federal Building 
Los Angeles 12, California 


Atten.: Mr. Paul Fitting, 
Assistant U. 8. Attorney 


Re: Mallonee vs. Fahey 
Civil #5421-P.H. 
Inadequate Accounting of 
A. V. Aminann, et al. 


Dear Mr. Fitting: 

In reply to your letter of July 25, 1950, please 
be advised that we do not agree with the attitude 
of the Attorney General in insisting that the De- 
fendant, A. V. Ammann, should render an incom- 
plete, inadequate accounting, on the basis of the 
form submitted to us by you with vour letter of 
June 13, 1950. 

It is our position that the information called for 
by the form of June 13, 1950, is inadequate, incom- 
plete and will not produce an accounting in com- 
pliance with the Order of the U. S. District Court 
of January 25, 1948, requiring that the Defendant, 
A. V. Ammann, render a full and complete account- 
ing. The June 18, 1950, form proposed by your 
office will allow the Defendant, A. V. Ammann, to 
continue to conceal from the U. 8S. District Court 
and the Plaintiff, Shareholder Members of the Long 
Beach Federal Savings and Loan Association, the 
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changes, and the effect thereof, which the Defendant, 
A. V. Ammann, made in the character and value of 
the notes and trust deeds converted by him and the 
other Defendants. 

We, of course, also protest the needless, waste- 
ful expenditure of monies for again making an in- 
complete, and inadequate accounting. [20187] 

Nevertheless, if the Attorney General and your 
office insist on proceeding on this improper basis, 
we will, of course, give vou whatever assistance and 
cooperation we are able to, in order to mitigate the 
damages being done by this wasteful expenditure of 
money. 

I understand the Mr. Charles K. Chapman, coun- 
sel for the Association, is in direct contact with you 
in arranging a mutually satisfactory date for your 
accountants to start work on this form of incomplete 
and inadequate accounting. 


Yours truly, 


WESTOVER & SMITH, 


Attorneys for Plaintiffs. 


CC to Hon. Ronald Walker 
Special Master 


WW :dk [20188] 
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EXHIBIT C 


In the United States District Court in and for the 
Southern District of California, Central Division 


Civil Action No. 5421-PH 
(and consolidated, related and enjoined actions.) 


MALLONEE, et al., 
Plaintiffs, 
VS. 
FAHEY, et al., 
Defendants. 


FEDERAL HOME LOAN BANK OF LOS AN- 
GELES, et al., 
Plaintiffs, 
VS. 


FEDERAL HOME LOAN BANK OF SAN 
FRANCISCO, Also Sometimes Known and Re- 
ferred to as the Federal Home Loan Bank of 
Portland, et al., 

Defendants. 


REPORT TO SPECIAL MASTER RE 
PROGRESS OF ACCOUNTING 

On February 21, 1950, the Court made its order 
that an accounting be prepared, and following that 
order, considerable time and effort was expended 
in all parties arriving at an agreement as to the 
form, and the matter to be included therein, cover- 
ing all loans in existence at any time during the 
conservatorship. A form agreeable to both sides was 
finally achieved as of July 24, 1950, after negotia- 
tions outlined in detail below. The actual work of 
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transferring information to the form agreed upon 
was begun on or about August 15, and we are in- 
formed that as of October 3, 1950, information had 
been placed on approximately 1000 [20189] of the 
forms mentioned. It would appear then, that the 
preliminary foundation has been laid for the actual 
work of the accounting, that from this time on it 
should proceed without interruption. 

The course of the negotiations regarding the form 
upon which the information is to be compiled was 
as follows: 

At the hearing before the Special Master on 
February 21, 1950, it was agreed that the F.B.1. 
accountants should start work at Long Beach at 
once, but that on the first day, all counsel should 
be present. The earliest date that this could be 
accomplished was March 10, and on that day, all 
counsel and two F.B.I. accountants made a pre- 
liminary inspection of the files, and the accountants 
spent the following week at work on the files. 
By Mareh 15, an impasse was reached between the 
F.B.1. accountants and the Long Beaeh accountant 
over the information to be furnished and the form 
that it was to take, so that a conference between 
counsel was necessary. 

Because of other duties of counsel, the earliest 
the conference could be held was April 4th, at which 
time, the counsel for Long Beach submitted a de- 
tailed proposed form. 

On April 7, the Government submitted their re- 
vision of this forin. 

No new conference could be arranged with at- 
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torneys for the plaintiff until May 9, when a further 
discussion was had between counsel over the form. 
The proposed revisions were submitted to Wash- 
ington, and on May 16, counsel for the plaintiffs 
were informed of the Government’s position on the 
form. 

No new conference between the parties could be 
arranged until June 5 when there was a further 
discussion of revisions and further communication 
with Washington. On June 12, the Department’s 
position was indicated to counsel for the plaintiff, 
and a further conference held on June 15, at which 
time plaintiffs agreed to submit further data and 
forms. [20190] 

The new forms and data were submitted on July 
6, and at once transmitted to Washington. On July 
25, the Department’s position was again communi- 
eated to counsel for plaintiffs, reiterating the Gov- 
ernment’s position and stating that the Government 
Was again ready to start the accounting at any 
time. On August 15, the accountants began work at 
Long Beach. 

Respectfully submitted, 
ERNEST A. TOLIN, 
United States Attorney. 
CLYDE C. DOWNING, 
Assistant U. 8. Attorney, 
Chief of Civil Division. 
ARLINE MARTIN, 
Assistant U. 8. Attormmey, 
Attorneys for Defendants. 
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State of California, 
County of Los Angeles—ss. 


Margaret Darneal, being first duly sworn deposes 
and says that she is a citizen of the United States 
and a resident of Los Angeles County, California; 
that 458 South Spring Street, Los Angeles, Califor- 
nia; that she is over the age of 21 years, and is not 
a party to the above-entitled action; that on October 
18, 1950, she deposited in the United States Mails 
a true and correct copy of the within Report on 
Progress of the Accounting of A. V. Ammann, ad- 
dressed to the attorneys of record in said action at 
the office address of said attorneys as follows: 
Charles K. Chapman, Esq., Ocean Center Bldg., 
Long Beach, Calif.; Wyckoff Westover, Hsq., 215 
West 6th Street, Los Angeles, Calif.; O’Melveny & 
Mvers, Esqs., 433 S. Spring St., Los Angeles, Calif. ; 
Bishop & Hoffman, Esqs., 215 West 5th Street, Los 
Angeles, Calif.; W. I. Gilbert, Jr., Esq., 458 S. 
Spring Street, Los Angeles, Calif.; Ernest A. Tolin, 
U.S. Attorney, Federal Bldg., Los Angeles, Calif.; 
Raymond Tremaine, Esq., 210 West 7th St., Los 
Angeles, Calif.; Lyman B. Sutter, Jergins Trust 
Bldg., Long Beach, California, and then by sealing 
said envelope and depositing the same, with postage 
fully prepaid thereon in the city where is located 
the office of the attorney by whom service was made; 
that there is a regular delivery service by United 
States mail at the place so addressed and/or there 
is a regular communication by mail between the 
place of mailing and the place so addressed. 


/s/ MARGARET DARNEAL. 
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Subscribed and sworn to before me this 19th day 
of October, 1950. 


[Seal] /s/ STANLEY A. PHIPPS, 
Notary Public in and for 
Said County and State. 


[Endorsed]: Filed October 23, 1950. [20192] 


At a stated term, to wit: The September Term 
A. D. 1950, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, held 
at the Court Room thereof, in the City of Los An- 
geles on Wednesday the 25th day of October in the 
year of our Lord one thousand nine hundred and 
fifty. 


Present: The Honorable Peirson M. Hall, 
District Judge. 


[Title of Cause.] 


MINUTE ORDER 


For hearing on report of Ronald Walker, Special 
Master, on progress of accounting, filed Oct. 23, 
1950; Wyckoff Westover, Esq., appearing as coun- 
sel for plaintiffs and Shareholders Protective Com- 
mittee; Ronald Walker, Special Master, present; 
Chas. K. Chapman, Esq., appearing as counsel for 
defendant Long Beach Fed. Sav. & Loan Assoe.; 
Raymond Tremaine, Esq., appearing as counsel for 
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defendant Robert H. Wallis; E. A. Tolin, U. BS. 
Att’y, and Paul Fitting, Ass’t U. 8. Att’y, appear- 
ing as counsel for defendant Fed. Home Loan Bank 
Board, John H. Fahey, and A. V. Ammann; 

Murray B. Myerson is called, sworn, and testifies. 

Ex. 10-25-50-1, 10-25-50-2, and 10-25-50-3 by Chap- 
man are marked for ident. 

Court orders cause continued to Nov. 1, 1950, 10 
a.m., for further hearing. [20193] 


EXHIBIT 10-25-50—1 


RO TOMI cURL SCOT: cccc.s. 200 s2cceeeee ieee ce-cscaceseeeagedeceuesescace-ieve 
ANNAN MIU TISUOT. .220-<casosec--ecenccccesenecscnescosivecesececcsssceuseces 


Assumed by: 
Assumed by: 


Trust Deed Recorded: 
Old Trust Deed 
New Trust Deed 
Address of Property 


Date Book Page | 


Authorization to: Modify Assign tefinanec 
Number 


Tant@ nnn oe ee rrr NM A 


Type of Loan 


1. Original Loan insted 2. ss ee UO Banssessasioes By W home... 
2. Refinancing Loan Insured..................-.-... so ee By Whom............ 
Loan documents returned to Association 1-24-48_..00......eccsceceeseeceeseteeeeeeeeee: 
If not, location of loan documents 1-24-48... .ecscsesscesceesenseecaseceeneesenceeees 


Status at May 20, 1946: Interest Colle 


Old Bal. When Refinanced 
New Monthly Payment 


Date of Refinancing Loan 
New Loan Number 

New Interest Rate 

New Approximate Maturity 


Additional Loans: 
Amonnt 


Principal Due Seoee See eee At Regular 
Original Amount of Loan flee seep Aah ree At Modified 
Monthly payment h emecasere epee At Refinance 
Imitenesterate = = = =§--§«- «a nnoccesetnacecencctare Total 
IDEN CORE 17052 0 scr — 
Peoproximate Maturity =§«- || veceenecececonsocseceare a 
Weatemimterest Par TO 20 ovvecrceeccceneneece ee 
: While Modi 
Modification Data: While Refin 
Prin. Due at Modification | REN eR ie 
New Monthly Payment $ies eee Total 
Date of Modification (42 haneecnnccecencceeccceee ‘ 
Mwewalniienest ate {qq csscocscecssecceccccese eS , 
New Approximate Maturity 9 seesssesessssessessesees Teed 
Date of Ass 
Refinancing Data: Date of Ret 
Amount of Refinaneced Loan Let ps eee 


Intervention ] 


Date of Inte 
Prin. & Inte 
Paid Into 


Status at Jam 
Balance of | 


or 
Final Pavy-o 


EXHIBIT 10-25-50—2 
New Loan No 
Old Loan No 


Pmt UT USEOT. cass sescocsecasovescesasesececetscesasoesices Assumed Dy? ....c-ce eee nt 
BE GA 1 VUSTOL......-.<a----ce0ecneeveccoseosessceceneseeaetenescanseasee dvssuinedl Dy © 02.2 eeeees ot aoe ee 
EE rrettrttetenes 
See OOOO 
Trust Deed Recorded: Date Book Page County LotNo. Bloek No. Tract No. 
ONG ee eo ee eee 
8 “ONO is en A 
Address of Property 
Se 
0000 Oooo eee” 
Authorization to: Modify Assign Refinanee Remarks 
he? a el nn on’ 
i (ens. ee ees 
Se eee nen 
————e———sOsxwO09Wn@@m@aouTwu0W9WD0DW”DSESE ey 
Type of Loan 
1. Original Loan Dnsnmed see. A Ya ieee By Whom)... Tatle COmGittON...<..00.0.0008 
2. Refinaneing Loan Insured.......--sessceecseceee se By WholiWeesac:,.4 2 eee Title Comdadion..........008 


Loan documents returned to Association 1-24-48 
If not, location of loan documents 1-24-48 


Status at May 20, 1946: Interest Colleeted : 

Principal Due Desde Meee ee eee At Regular Rate $.32 

Original Amount of Loan Steet ee ue ee «At Modified Rate $e 

Monthly payment IEE ae At Refinaneed Rate tua. 

Mtervest ate ll naneccetentenneseesencen Total $2 

‘Dye Chi Ufc enc 

Mpproximate Maturity ( vececsssscscsneascceence Pench : 

L ) ipal Collection: 
esi, L200 1 A 0 nn ae ee 

en rest Paid To While in Original State $a 
._| © a While Modified I hs 
Modification Data: While Refinaneed Ret: 

Prin. Due at Modifieation $l. eee 

New Monthly Payment rs Total PN eres 

Watect Modification = =§=-—«_———— caennacansensccanaences : J 

BweweImierest Rate © saascacsacguaconeessecee assign pe & ; 

New Approximate Maturity = _........ Principal Amount When Assigned  $.............c.0:00000-- 
- ; Datetet Assigmment 0 incccscevestcesestures 
Refinaneing Data: DateofRetum ©... 

Amount of Refinaneed Loan Cini a 

te inanced 8 mo Intervention Data (Money Paid Into Court) : 

é ss Rees Date of Intervention Rr ee ea 

Dateof Refinancing Loan cooeeceseeeeeeeceeee Prin. & Interest Collected & 

New LoanNumber i (sti‘ésé«~w~wWWWW Paid Into Court Pics iasialeen teres 

IWeweinterest Rate 242 202 00a cccecccssnnscannce 

New Approximate Maturity (2 oeneeceececcoccoscaceee Status at January 24, 1948: 

Balanee of Principal Due tne ies eee cae 
Additional Loans: or 
Benoit (eee BingliPay-off Date = = ~~~ ieee 
Maeeof Advance 22 coicvnccccecceseceence Interest After Modification on Modified 
Principal Balance at Old Rate: 
ieiest ai Original Ra ey . To 1-24-48 . 
a ie is EE AE ou From 1-24-48 to Modified Mat?y —— Socccccsssssesceoee 
ae A ie : anes Cpa Interest After Modification on Modificd 

Wei Del’ PC Owl nae ee Principal Balance at Modified Rate: 

POE Ravtssssatcenssneecnetens To 1-24-48 WOE. 

Aftcr Ref’c £0) hese) o ; ? 

i, 15 ime Fito 1-9 fis a eS From 1-24-48 to Modified Mat’y $3 .---...--ssesssesse 

After Assigning to 1-24-48 AS coe 


{Italicized matter in this printed exhibit was eneircled with 1 eneil, wi ation **Infuv Refused" 
the original exhibit. ] with red peneil, with the notation ** Info Refused** en 


— ee 
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EXHIBIT 10-25-50-3 
Pr :dfi 
5421-PH 
August 3, 1950 
Charles K. Chapman, sq., 
Ocean Center Building, 
Long Beach 2, Calif. 


Re: Mallonee vs. Fahey, Civil #5421-PH 


Dear Mr. Chapman: 

We have your letter of August 1, 1950, relating 
to the Ammann accounting, and we have forwarded 
copies thereof to the Department at Washington. 
As we informed you at our conference on August 
1, 1950, the F.B.I. accountants are ready to start 
work at the Association at any time. We under- 
stand that you will inform us of the date that is 
convenient to you. 

In your letter of August 1, 1950, vou state that 
we have refused to include in the accounting ‘‘2. The 
date to which the interest was paid on the loans 
seized by you on May 20, 1946.’’ It is our position 
that a true accounting does not require computation 
by us of future interest due cy statements of con- 
clusions as to title status. However, we are willing 
and will include in the form the above quoted 
Item 2. 

Verv truly yours, 
ERNEST A. TOLIN, 
United States Attorney. 


ce: Wyckoff Westover, Esq. 
Ronald Walker, Esq. [20196] 
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NOTICE OF HEARING 


To Long Beach Federal Savings and Loan Associa- 
tion, and Charles K. Chapman, Esq., its attor- 
ney. 

To the Plaintiffs herein, and Westover & Smith, 
Esqs., their attorneys. 


To Federal Home Loan Bank of San Francisco, 
and Bishop & Hoffmann, Verne Dusenbery and 
Philip H. Angell, Esqs., its attorney. 


To Federal Home Loan Bank of Los Angeles, and 
O’Melveny & Myers and Richard Fitzpatrick, 
Ksqs., its attorneys. 

To the Defendants Fahey, et al., and Ernest A. 
Tolin, U. S. Attorney, their attorney. [20197] 


To First Federal Savings and Loan Association of 
Wilmington, and W. I. Gilbert, Jr., Esq., its 
attorney. 

To Title Service Company, and Lyman B. Sutter, 
Esq., its attorney. 

To Robert Wallis, and Raymond Tremaine, Esq., 
his attorney. 

You and Each of You will please take notice that 
on the 6th day of November, 1950, at the hour of 10 
o’clock a.m., or as soon thereafter as counsel may 
be heard in the courtroom of the Honorable Peirson 
M. Hall, District Judge, Ronald Walker, Special 
Master in the above-entitled action, will present to 
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the Court for approval his Interim Report and 
Petition for Partial Interim Allowance upon his 
Fees herein. 


Dated: This 25th day of October, 1950. 
/s/ RONALD WALKER, 
Special Master. 


[Endorsed]: Filed October 26, 1950. [20198] 


[Title of District Court and Cause. ] 


INTERIM REPORT OF SPECIAL MASTER 
ON PROGRESS OF DISCOVERY AND 
ACCOUNTING AND PETITION FOR 
FURTHER PARTIAL INTERIM ALLOW- 
ANCE ON FEES 


{. 

All previous interim reports by the Special 
Master either upon the accounting herein required, 
upon the progress of the discovery proceedings, or 
upon other phases of the above-entitled consolidated 
actions are included herein by reference as though 
fully set forth herein. [20199] 


Te 


Discovery Proceedings 
Formal hearings upon the discovery proceedings 
subsequent to the preliminary examination as to the 
nature, type and character of the records and files 
maintained by the Federal Home Loan Bank of San 
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Francisco commenced on January 19, 1950, at the 
Los Angeles office of the Federal Home Loan Bank 
of San Franciseo. As of the date of the filing of 
this report and petition there have been 70 days of 
forma] hearings and it is anticipated that two or 
more days of hearings will be completed prior to 
the hearing of this report and petition. All of such 
hearings were transcribed by a court reporter em- 
ployed by the Special Master and the official tran- 
seripts containing 2214 pages thereof will be pre- 
sented to the court when this petition is heard. 


ILE 

Inspection of the records and files is practically 
completed with the exception of the supervisory 
files which will be discussed in a subsequent para- 
graph. Files as requested have been forwarded to 
Los Angeles from the Portland and San Francisco 
offices of the San Francisco Bank, so that the work 
might proceed here and avoid travel expense. How- 
ever, it may be necessary to hold hearings in San 
Francisco and Portland if the parties seeking dis- 
covery indicate their desire to inspect files remain- 
ing at the San Francisco and Portland offices. 


je 

Files, minute books, ledgers and other material 
has been marked for identification as produced, 
particularly where reproduction has been desired. 
To date 1031 exhibit numbers have been assigned, 
each containing from 10 to 1500 documents each, 
of which it has been necessary to stamp and identify 
by dash numbers. [20200] 
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56 Reels of micro-film have been taken and de- 
veloped in duplicate, of material desired to be re- 
produced by micro-film. 

Phostats have been required by various parties 
to the proceeding and $4,949.15 has been expended 
for photostating. 

N. 
Supervisory Files 

Mr. A. C. Newell, who was appointed by the Home 
Loan Bank Board to remove from the supervisory 
files, matters which should not be inspected because 
of the public interest involved, was engaged for 
several weeks on such work. This has involved a 
review of several thousands of files of associations 
in California, Arizona, Nevada and Hawaii, which 
makes up approximately two-thirds in number of 
the member savings and loan associations in the 11th 
District, as presently constituted. The Special 
Master is advised that the number of these files 
which will be produced for inspection will approxi- 
mate 1000 files and in bulk, 14 file drawers. 

No work has been done as yet upon the super- 
visory files of member associations in the territory 
comprising Oregon, Washington, Idaho, Utah, Mon- 
tana and Alaska. 

Vi 

Participating in the discovery proceedings have 
been the following counsel: Charles K. Chapman, 
Esq., for Long Beach Federal Savings and Loan 
Association; O’Melveny & Myers, for the Los An- 
geles Bank Group; W. I. Gilbert, Jr., Esq., for 
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First Federal Savings and Loan Association of 
Wilmington; Wyckoff Westover, Esq. for Share- 
holders Protective Committee; Irving G. Bishop, 
Esq., and Alan Thody, Esq., for San Francisco 
Bank; Paul Fitting, Esq., for the Official Defend- 
ants. Others participating have been: Granville 
Smith, accountant for Long Beach Federal Savings 
and Loan Association: T. A. Gregory, President of 
plaintiff association, and employees of Charles Kk. 
Chapman, Esq. [20201] 

Not all counsel have been present at all hearings. 
At all of said hearings one or more counsel for the 
San Francisco Bank have been in attendance, but 
at some hearings only an accountant from the Long 
Beach Association, or readers from the office of Mr. 
Chapman who were engaged in an analvsis of ma- 
terial on hand have been present At each of said 
hearings, however, the presence of the Special 
Master was required. 


‘OBE 


Accounting 

On October 23, 1950, an interim report by the 
Special Master on the accounting was filed. This 
matter was, on October 23, 1950, set by the court 
for hearing on October 25, 1950, at which time the 
matter was heard for one-half day and continued 
until November 1, 1950. so that as of the date of 
this report the matter has not been [20202] con- 
cluded. 
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Petition for Partial Interim Allowance of Fees 
to Special Master 


1 

The last partial, interim allowance of fees to the 
Special Master was March 9, 1950, at which time an 
allowance of $15,000 was granted. An appeal was 
taken by the Government and the Federal Home 
Loan Bank of San Francisco from such order, 
which appeal has not yet been determined. 

The services required from said Special Master 
have been such as to require most of his time and 
to prevent him from accepting other substantial 
work. It is necessary for said Special Master to 
petition from time to time for an allowance upon 
fees to enable him to be able to continue with this 
work. 

iD, 

The only services for which an allowance of fees 
is sought herein are those rendered subsequent to 
March 5, 1950, which is subsequent to the filing of 
the last petition for an allowance. These services 
include, among other things the following: 

a) Presiding at formal hearings in connection 
with the discovery proceedings upon the following 
days: 


3/7/50  +—6/ 1/50 8/ 3/50 9/19/50 
3/ 8/50  6/ 2/50 8/ 4/50 9/20/50 
3/9/50  6/ 7/50 8/ 8/50 9/21/50 
3/20/50  6/ 8/50 8/ 9/50 9/26/50 
4/4/50 6/15/50 8/10/50 9/27/50 
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4/ 5/50 6/16/50 8/16/50 9/28/50 
5/ 2/50 6/20/50 8/17/50 9/29/50 
5/ 3/50 6/21/50 8/18/50 10/ 5/50 
5/ 4/50 6/22/50 8/22/50 10/ 6/50 
5/ 9/50 6/27/50 8/23/50 10/10/50 
5/10/50 6/28/50 8/24/50 10/11/50 
5/11/50 6/29/50 8/25/50 10/13/50 
5/16/50 7/ 5/50 8/29/50 10/17/50 
5/17/50 7/ 6/50 9/12/50 10/20/50 

5/18/50 8/ 1/50 9/13/50 

8/ 2/50 9/14/50 


Total—61 days. 


b) Work at office, Federal Home Loan Bank of 
San Francisco (Los Angeles office) and Long Beach 
Federal Savings and Loan Association with the 


following schedule: 


March 10, 1950—At Long Beach Federal 
Savings and Loan Association with 
Messrs. Chapman, Westover, Fitting, 
Myerson and Hansen (F.B.I. Account- 


ants) im connection with the accounting 1 day 


April 4, 1950—Conference with Messrs. 
Chapman, Westover, and Fitting, Myer- 
son & Hansen re accounting............ 

May 8, 1950—Work at Home Loan Bank in 
connection with exhibits, micro-filming, 
Ol ee ree. | eee 

May 9, 1950—Conference with Messrs. 
Chapman,Westover, Fitting and Myer- 
SOMmeremaccountin@...........9. ae 


2 his. 


414 hrs. 
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May 12, 1950—-Work at Home Loan Bank 
in connection with exhibits, micro-film- 
Meeerecords, CtC. ..... 22.2.6 aes se alee 

May 22, 1950—-Work at Home Loan Bank 
in connection with exhibits, micro-film- 
DMEM ie oe ee pe ee eee 

June 5, 1950—In court informal report on 
discovery and accounting.............. 

Conference with Messrs. Chapman, West- 
over, and Fitting re accounting......... 

June 9, 1950—Office work re discovery.... 

June 15, 1950—Conference with Messrs. 
Chapman, Westover, Fitting, and Smith 
re accounting (on this day the discovery 
proceeding was adjourned at 2:30 p.m. to 
permit this conference so no time charge 
Oe onc Qe he on - as 2 

June 19, 1950—In court re settlement of 
fee orders of O’Melveny & Myers and 
coy 1, (OSU SYS ae re 

June 23, 1950—Work at Home Loan Bank 
in connection with exhibits, micro-film- 
Le, Ge, | ener rnner esse en 

July 19, 1950—Preparation of report on 
Wiseovery Proceedings................ 

July 24, 1950—In court re hearing on in- 
fermereport on discovery.............. 

Preparation of notices re discovery pro- 
Le a eee ean 

July 25, 1950—Letters to Messrs. Thody, 
itmecop and Dusenbery................ 


41% hrs. 


2 hrs. 


Vy day 


2 hrs. 
2 hrs. 


1 day 


1 day 
1 day 
Wh day 
tha 


Thy. 
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August 15, 1950—At Long Beach. Installed 
Federal Bureau of Investigation ac- 
countants at association. ...)325.. 2.0" 

August 21, 1950—Work at Home Loan 
Bank in connection with exhibits, micro- 


1 day 


filmi? CtCMye ....... . Oikos... ae 414, hrs. 


August 31, 1950—At Home Loan Bank 
with Messrs. Thody and Gilbert........ 
October 3, 1950—Work at Home Loan 
Bank in connection with exhibits, etc.... 
October 4, 1950—Work at Home Loan 
Bank in connection with micro-filming, 
OxhTDItSMMChCes an, es oe ea ee 
October 6, 1950—Work at Home Loan 
Bank after adjournment of discovery 
hearing on files with H. I. Fischbach, 
counsel for sub-committee of House Com- 
mittee on Expenditures (This day in- 
cluded as a hearing day, so no charge- 
able> Times Byers 00 See. ce 
October 9, 1950—Work at Home Loan 
Bank in connection with exhibits, ete... . 
October 16, 1950—Office work re report on 
accounting \.. sage eee 
October 18, 1950—Office work re report on 
SECOUNLING . - ye co eee 
October 19, 1950—At Home Loan Bank 
with H. J. Kischibadt........ ee 
October 23, 1950—In court on report on 
AECOMNUING «0g. 0. ee 


ot hrs. 


d1% hrs. 


o% hrs. 
21%, hrs. 
Ye day 


1 day 
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October 24, 1950—At Home Loan Bank re 
completion of micro-filming and _ office 
work on preparation of report and peti- 
lgmprortces’(o day).........5........ 4 hrs. 
October 25, 1950—In court re report on 
accounting and office work on report and 


eI ee PRRs Se a eD oun: 
Summary of Time Schedule 
Formal hearings on discovery........... 61 days 
Memecderal Court.............-+2-5---- 214 days 


At office, Bank and Association, 414 days 
plus 5914 hours—computed on basis of 7- 
imoureday—Sl, days............00005. 13 days 


7614 days 
Il. 

The above-entitled litigation involves issues of the 
utmost importance to the parties litigant and to the 
savings and loan industry throughout the nation. 

The amounts involved are tremendous and feel- 
ings between the litigants run high. The bitterness 
of the parties adds to the tremendous responsibility 
of the Special Master in presiding over the various 
proceedings referred to him. 

The issues are complex and involved and require 
from [20206] the Special Master a specialized know]l- 
edge and familiarity with the case far greater than 
in the normal referral. 

Wherefore, petitioner prays that this report be 
allowed and approved, and that a further and sub- 
stantial partial interim allowance be made on fees 
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herein based upon services rendered subsequent to 
the last previous petition for fees and that said 
allowance be made from funds on deposit in the 
Registry of the Court without assessment against 
any of the parties litigant at this time and reserving 
all questions of allocation and assessability of such 
fees until the conclusion of the litigation. 


Dated: October 25, 1950. 
Respectfully submitted, 
/s/ RONALD WALKER, 
Special Master. 


Affidavit of Service by Mail attached. [20207] 


At a stated term, to wit: The September Term, 
A.D. 1950, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, 
held at the Court Room thereof, in the City of Los 
Angeles, on Wednesday the Ist day of November, 
in the year of our Lord one thousand nine hundred 
and fifty. 


Present: ‘Che Honorable Peirson M. Hall, 
District Judge. 
[Title of Cause. ] 
MINUTE ORDER 


For further hearing on report of Ronald Walker, 
Special Master, on progress of accounting, filed 
Oct. 23, 1950; Wyekoff Westover, Esq., appearing 
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as counsel for plaintiffs and Shareholders Protec- 
tive Committee; Ronald Walker, Special Master, 
present; Chas. K. Chapman, Esq., appearing as 
counsel for defendant Long Beach Fed. Sav. & 
Loan Assoc.; E. A. Tolin, U. 8. Att’y, and Paul 
Fitting and Arline Martin, Ass’t U. 8. Att’ys, ap- 
pearing as counsel for Fed. Home Loan Bank 
Board, John H. Fahey, and A. V. Ammann; 

Murry Myerson is recalled and testifies further. 

Gov’t agrees to put seven auditors on Ammann 
accounting to complete it in 90 to 120 days. Certain 
form is approved with reservations. Attorney Chap- 
man to prepare written order. 

Court orders hearing on Special Master’s report 
off calendar. [20210] 


[Title of District Court and Cause. ] 


ITEMIZATION OF LIABILITY INCURRED 
FOR WAGES BY SPECIAL MASTER 


Ronald Walker, Special Master in the above- 
entitled action, presents herewith his mterim item- 
ization of liability for wages incurred by him and 
respectfully shows: 


1. That pursuant to order of reference herein, 
it has been necessary for said Special Master, in the 
execution and performance of his duties, to employ 
personnel as casual labor as set forth in the at- 
tached Itemization of Liability. 


9 That attached hereto is an Itemization of 
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Liability incurred by such Special Master for wages 
for said employees between the dates 8:30 a.m., Fri- 
day, September 29, 1950, and 5:00 p.m., Monday, 
October 30, 1950. 


3. That said order of reference provides that 
upon the filing of an Itemization of Liability for 
wages incurred, the Clerk shall make payments to 
said Special Master of such amount out of the 
funds of the Long Beach Federal Savings and Loan 
Association on deposit in the Registry of the 
Court. [20211] 


Wherefore, petitioner prays that said Itemization 
of Liability for Wages Incurred be approved by this 
Honorable Court and that the Clerk of this Court 
be instructed to pay the said sum of $411.90 to said 
Special Master out of the funds of the Long Beach 
Federal Savings and Loan Association on deposit 
in the Registry of this Court. 

/s/ RONALD WALKER, 
Special Master. [20212] 


The foregoing Itemization of Liability incurred 
for wages by said Special Master for the period be- 
tween September 29, 1950, and October 30, 1950, is 
hereby approved and the Clerk of this Court is 
instructed to pay to said Special Master the said 
sum of $411.90 from the funds of the Long Beach 
Federal Savings and Loan Association on deposit 
in the Registry of the Court. 


Dated this 1st day of November, 1950. 


/s/ PEIRSON M. HALL, 
District Judge. 
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I hereby consent to and approve the foregoing 
order. 
Dated: November 1, 1950. 


/s/ CHARLES K. CHAPMAN, 
Attorney for Long Beach 
FS&LA. 


[Marginal Note]: 11/1/50. Received check for 
$411.90. /s/ Ronald Walker. [20213] 


Name No. Hrs. Rate Total 
Mary Mild 
9/29-10/30 71% 25 $ 89.40 
Margaret Johnson 
9/29-10/30 12 25 140.00 
Margaret Darncal 
9/29-10/30 101% 1.50 133% 
Minnie Eyrich 
9/29-10/30 7% 125 8.75 
Mack M. Racklin (Court Reporter—per statement) 

(covers period 9/29 thru 10/30 only) 160.00 

$411.90 


I hereby certify that the foregoing is a true and 
correct itemization of lability incurred by me as 
Special Master in the above-entitled action for 
wages of personnel employed by me for the period 
beginning September 29, 1950, and ending October 
30, 1950. 

/s/ RONALD WALKER, 
Special Master. 


[Endorsed]: Filed November 1, 1950. [20214] 
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OBJECTION AND POINTS AND AUTHOR- 
ITIES IN SUPPORT THEREOF, TO PETI- 
TION OF SPECIAL MASTER FOR FUR- 
THER PARTIAL INTERIM ALLOWANCE 
ON FEES DATED OCTOBER 25, 1950 


Come Now the Home Loan Bank Board, an 
agency of the Executive Branch of the Govern- 
ment of the United States, Wilham K. Divers, 
Chairman; J. Alston Adams, Member, and O. K. 
LaRoque, Member, of the Home Loan Bank Board, 
and the Federal Savings and Loan Insurance Cor- 
poration, a corporate instrumentality of the United 
States wholly owned by the United States, and 
without waiving their objections to the jurisdiction 
of the Court over their respective persons and their 
other objections, including objections to the venue, 
but specifically reserving and asserting the saime, 
file this their Opposition to the Petition of the Spe- 
cial Master for Further Partial Interim Allowance 
Upon Fees Dated October 25, 1950. 

This Opposition is made upon the ground that 
this Court has no jurisdiction in the above-entitled 
actions, in that this Court has no [20215] jurisdic- 
tion over the subject matter of the above-entitled 
actions, or over the persons filing this Opposition, 
for the following reasons, and on the basis of the 
following authorities: 

(a) The creation and readjustment of Federal 
Home Loan Bank districts is a matter for deter- 
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mination by the Home Loan Bank Board and not 
by the Courts. 
12 U.S.C. 1223 


(b) The creation of Federal Home Loan Banks, 
and the dissolution, liquidation and reorganization 
of Federal Home Loan Banks, are each and all of 
them matters for determination by the Home Loan 
Bank Board and not by the Courts. 

12 U.S.C, 1245, 1246 


(c) The regulation and control of every Federal 
Home Loan Bank and of the Federal Home Loan 
Bank system are vested in the Home Loan Bank 
Board and not in the Courts. 

12 U.S.C. 1221 et seq., 1232 


(d) Neither the former Federal Home Loan 
Bank of Los Angeles nor the members thereof, 
nor anv of them, have any legal interest in the 
continued existence of said former bank, or in the 
number of Federal Home Loan Banks, or in the 
location thereof. 

(e) This Court lacks jurisdiction over the per- 
sons of indispensable parties to the above-entitled 
consolidated actions. 

12 U.S.C. 1421 et seq.; 
Hagan v. Central Avenne Dairy, Inc., 
C.C.A. 9, Jan. 4, 1950, #12211 


(f) There has been a failure to exhaust admin- 
istrative remedies. 
24 Code of Federal Regulations, 1949 
Edition, Chapter 1, including Part 107 
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(g) The subject matter of the above-entitled 
consolidated actions is for administrative determi- 
nation. 

(h) The above-entitled consolidated actions con- 
stitute a collateral attack upon administrative or- 
ders, decisions and determinations. [20216] 

(1) None of the above-entitled consolidated ac- 
tions are actions to enforce any lien upon or claim 
to, or to remove any incumbrance or lien or cloud 
upon the title to, real or personal property within 
this district. 

(j) None of the above-entitled consolidated ac- 
tions are, nor do they involve, any action in inter- 
pleader or in the nature of interpleader upon which 
an order for substituted service may legally be 
pressed. 

(k) None of the parties to this opposition have 
been properly served with process. 

(1) The above-entitled consolidated actions, and 
each of them, are suits against the United States, 
and the United States has not consented to be sued 
therein. 

(nm) The Home Loan Bank Board is an unin- 
corporated agency of the United States, and has no 
power to sue or be sued. 

12 U.S.C. 1421 et seq. 


(n) The complaints, cross-complaints,  third- 
party complaints, petitions, cross-claims and 
third-party claims, including all alleged interplead- 
ers and interventions, and each and all of them, fail 
to state any claim upon which relief can be granted. 

There are incorporated herein and made a part 
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hereof by this reference, the ‘‘Memorandum of 
Points and Authorities’’ filed by defendants Home 
Loan Bank Board, et al., on September 13, 1948, 
in support of ‘‘Motion Pursuant to Rule 12(d) and 
to Dismiss’; the ‘‘Memorandum of Points and 
Authorities” filed by the Federal Savings and Loan 
Insurance Corporation on November 22, 1948; the 
‘Consolidated Points and Authorities’’ filed by the 
Federal Home Loan Bank of San Francisco, et al., 
on July 30, 1948; and the ‘‘ Points and Authorities’”’ 
filed by the Federal Home Loan Bank of San 
Francisco, et al., on September 14, 1948. 


Respectfully submitted, 


ERNEST A. TOLIN, 
United States Attorney, 


CLYDE C. DOWNING, and 


ARLINE MARTIN, 
Assistant U. 8. Attorneys. 


By /s/ ARLINE MARTIN, 

Attorneys for Home Loan Bank Board, Wm. K. 
Divers, Chairman; J. Alston Adams, Member; 
O. K. LaRoque, Member, of the Home Loan 
Bank Board, and the Federal Savings and 
Loan Ins. Corp., a Corporate Instrumentality 
of the United States Wholly Owned by the 
United States. 


[Endorsed]: Filed November 2, 1950. [20217] 
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MEMORANDUM OF POINTS AND AUTHOR- 
ITIES IN SUPPORT OF ANSWER OF 
FEDERAL HOME LOAN BANK OF SAN 
FRANCISCO TO INTERIM REPORT OF 
SPECIAL MASTER ON PROGRESS OF 
DISCOVERY AND ACCOUNTING AND 
PETITION FOR FURTHER PARTIAL IN- 
TERIM ALLOWANCE ON FEES, AND OB- 
JECTIONS OF FEDERAL HOME LOAN 
BANK OF SAN FRANCISCO TO ALLOW- 
ANCE OF SPECIAL MASTER’S FEES 
AGAINST FEDERAL HOME LOAN BANK 
OF SAN FRANCISCO OR OUT OF THE 
PROPERTY OR FUNDS OF FEDERAL 
HOME LOAN BANK OF SAN FRANCISCO 
DEPOSITED WITH THE REGISTRY OF 
THE COURT 

Te 

Court is without jurisdiction to appoint [20224] 

special master or award fees for services as 


such. 


The court lacks jurisdiction of the subject matter 
of the several matters heretofore referred to the 
Special Master and of the persons of objecting 
parties herein for all of the reasons specifically set 
forth in all those certain pleadings, motions, memo- 
rvanda of points and authorities and other papers 
and documents specifically referred to in paragraph 
L of the Answer of Federal Home Loan Bank of San 
Francisco to Interim Report of Special Master on 
Progress of Discovery and Accounting and Petition 
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for Further Partial Interim Allowance on Fees, 
and Objections of Federal Home Loan Bank of 
San Francisco to Allowance of Special Master’s 
Fees Against Federal Home Loan Bank of San 
Francisco or Out of the Property or Funds of 
Federal Home Loan Bank of San Francisco De- 
posited With the Registry of the Court and in- 
corporated in said answer and objections and herein 
by such reference. 
in. 
Master’s Compensation cannot be paid from funds 
of San Francisco Bank. 

Rule 53 (Rules of Civil Procedure) permitting 
payment of Master’s compensation out of any fund 
which is in the custody of the court does not author- 
ize payment out of funds of Federal Home Loan 
Bank of San Francisco on deposit in registry of 
court. Such funds, irrespective of the deposit in 
court pursuant to court order, are security for 
obligations of Long Beach Association to Federal 
Home Loan Bank of San Francisco and as such the 
funds are first chargeable with the payment of said 
obligations. Where funds in court are subject to 
prior liens or chargeable for payment of prior 
claims, they are not available for the payment of 
Master’s fees. 

Buell v. Kanawha Lumber Co., 
201 F. 762, 772. [20225] 


IIT. 
The San Francisco Bank is not primarily liable 
for payment of Master’s fees. 


The party at whose instance the services of the 
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Master are rendered is primarily liable to the Mas- 
ter for compensation for such services. 
Brickill v. New York, 
do FE’, 565 
Gold Seal Importers v. Morris White Fash- 
ions, + F.R.D. 386, 389 
Boone v. Boone, 
127 Atl. 819 (Ne J.) 
City Bldg. Loan Assn. v. Adler, 
176 Atl. 175 (N. J.) 


And sums paid by the prevailing party pursuant 
to prior court order may be imposed upon the 
defeated party upon the final decree. 
Brickill v. N. Y., 
Supra 
Rauer v. Hatfield, 
295 F. 48 
IV. 
Fees cannot be awarded for services outside scope 
of order of reference. 
A special master is not entitled to compensation 
for services not required by an order of reference. 
Foster v. Ingham, Circuit Judge, 
87 N. W. 258 (Mich.) 
VERNE DUSENBERY, 
PHILIP HL ANGI 
BISHOP & HOFFMAN, 
By /s/ PHILIP H. ANGELL, 
Attorneys for Federal Home Loan Bank of San 
Francisco. 


[Endorsed]: Filed November 6, 1950. [20226] 
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AFFIDAVIT OF FRANK C. NOON 


State of California, 
County of Los Angeles—ss. 


Frank C. Noon, being duly sworn, deposes and 
Says: 


1. That I am the Vice President of Federal 
Home Loan Bank of San Francisco, and Manager 
of the Los Angeles Branch of said Bank, and as 
such have custody, control and supervision of cer- 
tain of the records of said Bank. 


2. That as of this 6th day of November, 1950, 
the Long Beach Federal Savings and Loan Asso- 
ciation is indebted to the Federal Home Loan Bank 
of San Francisco in the total sum of [20227] 
$6,300,000.00 represented by four (4) promissory 
notes, and that there is interest accrued and accru- 
ing and unpaid on said notes at the rate of two 
per cent (2%) per annum in the amount of $359,- 
013.70, as of this 6th day of November, 1950, after 
crediting the sum of $6,084.00 to the total interest 
due on said promissory notes, which credit repre- 
sents dividends paid by the Federal Home Loan 
Bank of San Francisco on January 11, 1950, and 
June 30, 1950. That accordingly, as of this 6th day 
of November, 1950, there is a total sum due, owing 
and unpaid to Federal Home Loan Bank of San 
Francisco by way of principal and interest the 
sum of $6,652,929.70, accruing interest. That on 
February 26, 1950, there was accumulated and un- 
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paid interest on the United States Government 
Bonds hereinafter mentioned in the sum of $277,- 
6al2o 


3. That to secure the payment of said advances 
represented by said promissory notes, in aecord- 
ance with the terms and provisions of the Federal 
Home Loan Bank Act, subordination agreements, 
application for advances and pledge agreements, 
Long Beach Federal Savings and Loan Association 
and/or A. V. Ammann deposited with, delivered to, 
assigned, transferred to and pledged with Federal 
Home Loan Bank of San Francisco, collateral 
which Federal Home Loan Bank of San Francisco 
now holds as pledgee (which, however, has been 
deposited in the Registry of this Court, and is 
now in the possession of the Federal Reserve Bank 
of San Francisco at its Los Angeles Branch) 
consisting of United States Government Coupon 
Bearer Bonds in the aggregate face amount of 
$5,300,000.00. That there has been deposited in the 
Registry of the above-entitled Court the sum of 
$1,000,000.00 as additional security for the promis- 
sory notes hereinbefore mentioned, which sum of 
$1,000,000.00 by order of this Court was made addi- 
tional security in leu of other collateral security 
whieh was released by order of this [20228] Court 
to Long Beach Federal Savings and Loan Associa- 
tion. 

4+. That affiant is informed and believes that the 


matters hereinbefore set forth are true and correct 
in all respects, according to the records in his pos- 
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session and the information that has been furnished 
him by his counsel. 


/s/ FRANK C. NOON. 


Subscribed and sworn to before me this 6th day 
of November, 1950. 
[Seal] /s/ PETER T. RICE, 
Notary Public in and for 
Said County and State. 


[Endorsed]: Filed November 6, 1950. [20229] 


[Title of District Court and Cause.] 


ANSWER OF FEDERAL HOME LOAN BANK 
OF SAN FRANCISCO TO INTERIM RE- 
PORT OF SPECIAL MASTER ON PROG- 
RESS OF DISCOVERY AND ACCOUNT- 
ING AND PETITION FOR FURTHER 
PARTIAL INTERIM ALLOWANCE ON 
FEES, AND OBJECTIONS OF FEDERAL 
HOME LOAN BANK OF SAN FRANCISCO 
TO ALLOWANCE OF SPECIAL MAS- 
TER’S FEES AGAINST FEDERAL HOME 
LOAN BANK OF SAN FRANCISCO OR 
OUT OF THE PROPERTY OR FUNDS OF 
FEDERAL HOME LOAN BANK OF SAN 
FRANCISCO DEPOSITED WITH THE 
REGISTRY OF THE COURT 


Comes Now Federal Home Loan Bank of San 
Francisco, defendant in Civil Action No. 5678-PH 
(W.M.) and cross-defendant and third-party de- 
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fendant in Civil Action No. 5421-PH, and without 
waiving any of its objections heretofore [20230] 
made in either of said actions as to venue or juris- 
diction of the court over the person of this defend- 
ant or the subject matter of said actions or either 
thereof, but specifically reserving and asserting 
said objections and each one thereof, and answers 
that certain Interim Report of Special Master on 
Progress of Discovery and Accounting and Peti- 
tion for Further Partial Interim Allowance on Fees 
dated October 25, 1950, and filed on behalf of the 
Special Master in the above-consolidated actions, 
and respectfully objects to said interim report and 
to the allowance of any Special Master’s fees what- 
soever to said petitioner as against the Federal 
Home Loan Bank of San Francisco or out of any 
of the property or funds of the Federal Home Loan 
Bank of San Francisco deposited in the registry 
of the court pursuant to order of the court, upon 
the grounds and authorities hereinafter set forth 
and those incorporated herein by reference. 


[. 

Federal Home Loan Bank of San Francisco 
hereby refers to the pleadings, motions, points and 
authorities and other documents hereinafter set 
forth in this paragraph I with like force and effect 
as if each one were herein set forth in full: 

Complaint in Federal Home Loan Bank of Los 
Angeles, a body Corporate, et al., plaintiffs, vs. 
Federal Home Loan Bank of Portland, et al., de- 
fendants, Action numbered 5678 (W.M.); Motion 
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of Federal Home Loan Bank of San Francisco to 
dismiss said complaint and memorandum of points 
and authorities filed in support thereof; Answer of 
Federal Home Loan Bank of San Francisco to said 
complaint ; 

First Amended and Supplemental Complaint to 
Caneel the Fraudulent and Void Appointment of 
Conservator, to Quiet Title, for Return of Prop- 
erty, Declaratory Relef, Accounting and Injune- 
tion, in Action 5421; Motion of Federal [20231] 
Home Loan Bank of San Francisco, William A. 
Davis and Gerrit and Vander Ende to Dismiss said 
First Amended and Supplemental Complaint and 
for Summary Judgment, and Memorandum of 
Points and Authorities filed in support thereof; 
and Answer of said Federal Home Loan Bank of 
San Francisco, Wilham A. Davis and Gerrit Van- 
der Ende to said First Amended and Supplemental 
Complaint; 

Third-Party Complaint of Long Beach Federal 
Savings and Loan Association and Motion of Fed- 
eral Home Loan Bank of San Francisco for Sum- 
mary Judgment or to Dismiss said Third-Party 
Complaint in Action 5421, dated in January, 1948, 
and Points and Authorities in Support of said 
motion ; 

Answer of Long Beach Federal Savings and 
Loan Association to: (1) Plaintiff’s First Amended 
and Supplemental Complaint; (2) Cross-Claim in 
Interpleader of Defendant Title Service Company ; 
(3) Cross-Claim in Interpleader of Defendant 
Robert H. Wallis; and Amended Cross-Claim of 
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of San Francisco to Allowance of [20233] Special 
Master’s Fees Against Federal Home Loan Bank 
of San Francisco on Account of the Property or 
Funds of Federal Home Loan Bank of San Fran- 
cisco Deposited With the Registry of the Court, 
and Memorandum of Points and Authorities in 
Support Thereof, filed on or about March 6, 1950. 


IT. 

That there are on deposit in the registry of the 
court in said action No. 5421, with which said ac- 
tion, action No. 5678 has been consolidated, promis- 
sory notes aggregating the face amount of $6,300,- 
000 executed by said Long Beach Federal Savings 
and Loan Association (hereinafter referred to as 
Long Beach Association), payable to Federal Home 
Loan Bank of San Francisco (hereinafter referred 
to as San Francisco Bank), together with collateral 
held as security for said promissory notes consist- 
ing of United States bonds of the face value of 
$5,300,000 and $1,000,000 in cash, which said sum 
of $1,000,000 was substituted in the place and stead 
of various promissory notes and deeds of trust 
aggregating a larger amount, and which said prom- 
issory notes and deeds of trust were returned to 
said Long Beach Association by order of court. 
Said promissory notes of said Long Beach Asso- 
ciation and said collateral were deposited in the 
registry of the court in said action No. 5421 pur- 
snant to order of court in connection with a pur- 
ported interpleader proceeding commenced hy said 
Long Beach Association against said San Fran- 
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cisco Bank and the Federal Home Loan Bank of 
Los Angeles (hereinafter referred to as Los Angeles 
Bank), as the alleged rival claimants to the pro- 
ceeds of said promissory notes. Said promissory 
notes are alleged to be and are the sole and exclu- 
sive property of the San Francisco Bank and said 
collateral hereinabove specifically set forth securing 
said promissory notes is the property of and owned 
by said Long Beach Association, subject, however, 
to a lien [20234] thereon by way of a pledge to 
said San Francisco Bank for the security of said 
promissory notes in the aggregate amount of 
$6,300,000, and said San Francisco Bank as such 
pledgee is entitled to hold and retain said collateral 
and each and every part thereof until said promis- 
sory notes and each one thereof have been paid in 
full. That said San Francisco Bank objects to the 
payment of any Special Master’s fees out of said 
collateral, or any part thereof, securing said prom- 
issory notes of said Long Beach Association to said 
San Francisco Bank so deposited in the registry of 
the court as hereinabove specifically alleged. That 
said San Francisco Bank further alleges that no 
part of the principal of said promissory notes of 
said Long Beach Association to said San Francisco 
Bank as hereinabove specifically set forth has been 
paid and that no interest has been paid on account 
of said promissory notes or any thereof since prior 
to January of 1948. That all of said promissory 
notes and interest on said promissory notes and 
each one thereof, is now due, owing and unpaid 
from said Long Beach Association to said San 
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Francisco Bank as of the date hereof. Said San 
Francisco Bank further alleges that said loans were 
made to said Long Beach Association under and 
by virtue and pursuant to the provisions of the 
Federal Home Loan Bank Act, as amended, inelud- 
ing Section 10 of said Act, the Home Owners’ Loan 
Act of 1933, as amended, and rules and regulations 
adopted pursuant to the provisions of said Acts 
and each one thereof. That by virtue of said 
Federal Home Loan Bank Act, as amended, the 
Home Owners’ Loan Act of 1933, as amended, and 
rules and regulations adopted pursuant to the pro- 
visions of said Acts and each one thereof, all loans 
made by said San Francisco Bank are required to 
be secured in the manner and in the amount specif- 
ically provided in said Acts and each one thereof 
and said rules and regulations adopted pursuant 
thereto. That said collateral securing said [20235] 
promissory notes of said Long Beach Association 
to said San Francisco Bank was pledged to said 
San Francisco Bank under the requirements of 
said Acts and each one thereof and the rules and 
regulations adopted pursuant thereto, and there 
exists no authority of law for the reduction or 
changing of said security on said promissory notes 
or either thereof by order of court or otherwise or 
aeeall. 
BBE 

That the court has no jurisdiction over said 
promissory notes or any thereof of said Long Beach 
Association payable to said San Francisco Bank 
which are now retained in the registry of the court, 
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or over the funds and Government bonds, or any 
thereof, of said Long Beach Association pledged 
and held as collateral security for said promissory 
notes or any thereof, and said funds and property 
may not lawfully be invaded or used by the court 
for the purpose of paying Special Master’s fees, 
or for any other purpose. 


IV. 

In addition to the aforesaid notes and collateral 
securing the same, constituting the property of the 
San Francisco Bank, the following funds on de- 
posit in the registry of the court were deposited 
pursuant to purported interpleaders and interven- 
tions: 

(a) Notes and deeds of trust with an aggregate 
value of approximately $800,000 deposited by Title 
Service Company contending that ‘Title Service 
Company was faced with conflicting claims of the 
conservator, on the one hand, and the Long Beach 
Association, on the other, as to whether reconvey- 
ance of property securing said notes should be 
made upon payment of said notes to the consery- 
ator. All of said notes and deeds of trust have now 
either been paid or returned to said association; 

(b) The sum of approximately $1,500,000 paid 
into Court [20236] pursuant to orders of court by 
the conservator and borrowers from the association, 
representing payments in full of notes owed to the 
association, including the notes theretofore de- 
posited in court by Title Service Company, upon 
receipt of which the court ordered execution of 
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reconverances to such borrowers of property secur- 
ing such obligations; said payments were thereafter, 
upon application of said association, ordered to be 
held in the registry of the court as substituted col- 
lateral securing in part the 6,300,000 of notes 
owned by San Francisco Bank and deposited as 
aforesaid; 

(ec) Cashier’s check in the amount of $50,000 
payable to Robert H. Wallis deposited by said 
Wallis upon the contention that he was unable to 
ascertain whether such funds were to be expended 
by him for the purpose for which he received it 
from said association or the claim of the conserv- 
ator that it be returned to the association; 

(d) The sum of $36,485.25 paid into court by 
said association as disputed premiums allegedly 
claimed by Federal Savings and Loan Insurance 
Corporation to be due it on account of insurance 
by it of amounts on deposit with said association ; 

(e) The sum of $18,503.52 rent paid into court 
subsequent to the termination of the conservator- 
ship by defendant and cross-complainant, George 
Turner, in connection with rental of premises owned 
by said association upon the contention that said 
Turner was uncertain whether such payment should 
be made during the period of the conservatorship 
to said conservator or to said association. That, 
except as to said notes in the amount of $6,300,000 
owned by San Francisco Bank and the collateral 
and substituted collateral. securing the same, all 
other moneys. funds and property on deposit in 
the registry of court in said consolidated actions 


us. Ronald Walker, ete. 109 


are the property of said association and may be 
withdrawn by said association at will; that since 
the [20237] termination of the conservatorship no 
possible controversy exists as to the right of said 
association to said funds and no other party to 
said litigation asserts any claim thereto. That there 
are no general funds on deposit in the registry of 
eourt herein from which an award of fees for the 
Special Master can be made. That the only funds 
on deposit in the registry of court which are not 
subject to withdrawal by said Association at will 
are the collateral and substituted collateral secur- 
ing the aforesaid notes owned by San Francisco 
Bank. That accordingly any order for payment of 
fees of the Special Master or any other disburse- 
ment from funds on deposit in court herein will 
of necessity constitute a payment from collateral 
and substituted collateral securing said notes owned 
by San Francisco Bank and an unlawful and un- 
warranted invasion thereof. 


Vv. 

Said San Francisco Bank further alleges that no 
fees can be allowed as against said San Francisco 
Bank or out of the property, funds or assets of 
said San Francisco Bank on deposit in the registry 
of the court as hereinabove set forth or out of any 
funds on deposit in the registry of the court, for 
services rendered by said Special Master in con- 
nection with the accounting between A. V. Ammann 
as conservator for said association and said associa- 
tion for the reason that the court is without juris- 
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diction over said accounting in that the exclusive 
method of accounting and relaease for conservators 
appointed under the Home Owners’ Loan Act of 
1933, as amended, is that prescribed by Section 
147.9 (formerly 207.9) of Title 24 of the Code of 
Federal Regulations (1949 edition), which provides 
for an administrative accounting and release by the 
Home Loan Bank Board (24 C.F.R. (1949 edition) 
147.9). The reports and other inventories and state- 
ments required under said regulations must be made 
and filed as public records, open to public inspec- 
tion, [20238] with full opportunity for filing objec- 
tions and administrative hearings thereon. The 
court, lacking jurisdiction over said accounting 
between said A. VY. Ammann as_= such _ con- 
servator and said Long Beach Association, has no 
power to appoint a Special Master to supervise 
such accounting, and accordingly no fees may be 
allowed to said Special Master for services ren- 
dered in connection with or for supervising such 
accounting. 

Assuming for argument only that the court had 
jurisdiction to appoint a Special Master to super- 
vise said accounting between said A. V. Ammann 
as such conservator and said Long Beach Associa- 
tion and to allow compensation to such Special 
Master for said services, the court cannot allow 
any compensation to said Special Master as against 
said San Francisco Bank or out of the property or 
funds of said San Francisco Bank deposited in the 
registry of the court as hereinabove set forth for 
the reason that said San Francisco Bank is not 
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concerned with and has no interest in said account- 
ing or any part thereof and is not a party thereto. 


Vi 

Said San Francisco Bank further alleges that 
no fees can be allowed as against said San Fran- 
cisco Bank or out of the property, funds or assets 
of said San Francisco Bank on deposit in the 
registry of the court as hereinabove set forth or 
out of any funds on deposit in the registry of the 
court, for services rendered by said Special Master 
in connection with the inspection and production of 
records, documents and papers of the said San 
Francisco Bank for the reason that the said inspec- 
tion, and each and every part thereof, is not author- 
ized under Rule 34 of the Federal Rules of Civil 
Procedure. Said San Francisco Bank hereby refers 
to the ‘‘Motion for Production of Records, etc., 
Under Rule 34’’ filed on the 4th day of October, 
1948, in said action numbered 5421 by plaintiffs 
Mallonee, [20239] et al., and defendant, third-party 
plaintiff and cross-complainant Long Beach [Fed- 
eral Savings and Loan Association, ‘‘Grounds of 
Opposition and Objections to Motion of Plaintiff and 
Third-Party Plaintiff and Cross-Complainant Long 
Beach Federal Savings and Loan Association for 
Production of Documents, etc. Under Rule 34, Mo- 
tion to Dismiss and Memorandum of Points and 
Authorities’’ filed by said San Francisco Bank, 
William A. Davis and Gerrit Vander Ende in op- 
position to said motion, and ‘‘Opposition to Motion 
of Plaintiffs and Third-Party Plaintiff and Cross- 
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Complainant for Production of Documents, ete., 
Under Rule 34 and Grounds Thereof,’’ ‘‘Memo- 
randa of Points and Authorities in Support of 
Opposition to Motion Under Rule 34,’’ filed by 
Home Loan Bank Board, William K. Divers, J. 
Alston Adams and O. K. LaRoque in opposition to 
said motion of said plaintiffs and said Long Beach 
Association, and by said reference makes said plead- 
ings, motions, objections and points and authorities 
a part hereof with like force and effect as if the 
same were herein set forth in full. San Francisco 
Bank further alleges that said inspection is in 
violation of said Rule 34 of the Federal Rules of 
Civil Procedure and constitutes a fishing expedi- 
tion not warranted under said Rule 34 or under 
authority of law. That said San Francisco Bank 
has cooperated to the fullest extent in the conduct 
of said discovery proceedings, and is in nowise 
responsible for the extended prolongation of said 
proceedings. That said proceedings serve no useful 
purpose and are continued for the sole purpose of 
harassing and embarrassing the San Francisco 
Bank, its officers and employees, and impeding the 
efficient and proper operation of said San Fran- 
cisco Bank. 
VII. 

Said San Francisco Bank further alleges that it 
does not appear from said interim report of the 
Special Master that all [20240] of the services 
alleged to have been rendered and for which com- 
pensation is sought were necessarily rendered 
within the scope of any order or orders of refer- 
ence to said Special Master. 
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VITL. 

Said San Francisco Bank further alleges that 
said Special Master has rendered no services for 
whieh said San Francisco Bank can now or here- 
after be charged or for which an allowance may be 
made out of property or funds of said San Fran- 
cisco Bank deposited in the registry of the court 
as hereinbefore set forth or from any funds de- 
posited in the registry of the court herein. 


IX. 

Said San Francisco Bank further alleges that 
any fees allowed at this time to said Special Master 
ean only be allowed directly against the party for 
whom said services were rendered and at whose 
instance said services were required. That the serv- 
ices of said Special Master for which compensation 
is now sought were rendered at the instance of and 
for the benefit of said Long Beach Federal Savings 
and Loan Association and said services should be 
paid for by said Association. That said Special 
Master has not rendered any services of any kind 
or character at the instance of or to or for said 
San Francisco Bank and no portion of the compen- 
sation sought can be allowed as against said San 
Francisco Bank in these actions, or either one 
thereof. 

xX 

In opposition to said petition of said Special 
Master for further partial interim allowance on 
fees, said San Francisco Bank will rely upon this 
answer and all pleadings, motions, points and 
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authorities and other papers and documents incor- 
porated [20241] herein by reference, upon the 
pleadings, motions, records and files in the above- 
entitled consolidated actions and each one thereof, 
and upon the affidavit of Frank C. Noon and the 
Memorandum of Points and Authorities attached 
hereto. 


Wherefore, said San Francisco Bank prays that 
said Special Master take nothing by his petition 
for further partial mterim allowance upon fees as 
against Federal Home Loan Bank of San Fran- 
eisco, one of the defendants, cross-defendants and 
third-party defendants in the above-entitled actions 
and each one thereof, and that no allowance be 
made to said Special Master out of the property 
or funds of said Federal Home Loan Bank of San 
Francisco deposited with the registry of the court 
or out of any funds deposited with the registry of 
the court in said actions. 


VERNE DUSENBERY, 
PHILIP H. ANGELL, 
BISHOP & HOFFMAN, 


By /s/ PHILIP H. ANGELL, 
Attorneys for Federal Home Loan Bank of San 
Francisco. [20242] 
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State of California, 
City and County of San Francisco—ss. 


Frederick W. Ruble, being by me first duly sworn, 
deposes and says: 

That he is the President of the Federal Home 
Loan Bank of San Francisco, a Federal Corpora- 
tion, one of the defendants, cross-defendants and 
third-party defendants in the above-entitled action; 
that he makes this verification for and on behalf 
of said corporation; that he has read the foregoing 
Answer of Federal Home Loan Bank of San Fran- 
cisco to Interim Report of Special Master on Prog- 
ress of Discovery and Accounting and Petition for 
Further Partial Interim Allowance on Fees, and 
Objections of Federal Home Loan Bank of San 
Francisco to Allowance of Special Master’s Fees 
Against Federal Home Loan Bank of San Fran- 
cisco or Out of the Property or Funds of Federal 
Home Loan Bank of San Francisco Deposited With 
the Registry of the Court, and knows the contents 
thereof; and that the same is true of his own knowl- 
edge, except as to the matters which are therein 
stated upon his information or belief, and as to 
those matters that he believes it to be true. 

/s/ FREDERICK W. RUBLE. 


Subseribed and sworn to before me this 3rd day 
of November, 1950. 


[Seal] /s/ CLARA H. COOPER, 
Notary Public in and for the City and County of 
San Francisco, State of California. 


My commission expires January 10, 1953. [20243] 
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Receipt of a copy of the within Answer of Fed- 
eral Home Loan Bank of San Francisco to Interim 
Report of Special Master on Progress of Discovery 
and Accounting and Petition for Further Partial 
Interim Allowance on Fees, and Objections of Fed- 
eral Home Loan Bank of San Francisco to Allow- 
ance of Special Master’s Fees Against Federal 
Home Loan Bank of San Francisco or Out of the 
Property or Funds of Federal Home Loan Bank 
of San Francisco Deposited With the Registry of 
the Court and Affidavit of Frank C. Noon and 
Memorandum of Points and Authorities in support 
of said Answer and Objections, is hereby acknowl- 
edged this 6th day of November, 1950, at the hour 
of 10:12 o’clock a.m. of said day. 

WESTOVER & SMITH, 
By /s/ WYCKOFF WESTOVER, 
Attys. for Pl. in 5421-P.H. 


/s/ RONALD WALKER, 
Special Master. 


Nov. 6th, 1950, at 10:15 a.m. 


/s/ CHARLES K. CHAPMAN, 
Atty. for L. B. Federal 
S. & L. Assn. 


Nov. 6, 1950, at 10:15 a.m. 
O'MELVENY & MYERS, 
By /s/ BENNEVY Wi) PRInST 
Attys. for Federal Home Loan 
Bank of Los Angeles. 
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Nov. 6, 1950, at 10:45 a.m. 


/s/ PAUL FITTING, 
Ass’t U.S. Atty., 
Atty. for Official Defendants. 


[Endorsed]: Filed November 6, 1950. [20244] 


[Title of District Court and Cause. ] 


STIPULATION 


It Is Hereby Stipulated by and between Ronald 
Walker, Special Master in the above-entitled matter, 
and Bishop & Hoffmann, that Federal Home Loan 
Bank of San Francisco, and all other parties, may 
have to and including Monday, November 6th, 1950, 
within which to file any replies, opposition or other 
pleadings in response to Interim Report of Special 
Master on Progress of Discovery and Accounting 
and Petition for further Partial Interim Allowance 
on fees. 


Dated: November 3rd, 1950. 
/s/ RONALD WALKER, 
Special Master. 
BISHOP & HOFFMANN, 


By /s/ SYLVESTER HOFFMANN, 
Attorneys for Federal Home Loan Bank of San 
Francisco. [20245] 
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Upon reading the foregoing Stipulation and good 
cause appearing therefor, It Is So Ordered. 


Dated: November 6th, 1950. 


/s/ PEIRSON M. HALL, 
Judge of United States 
District Court. 


[Endorsed]: Filed November 6, 1950. [20246] 


At a stated term, to wit: The September Term, 
A.D. 1950, of the District Court of the United States 
of America, within and for the Central Division of 
the Southern District of California, held at the 
Court Room thereof, in the City of Los Angeles, on 
Monday, the 6th day of November, in the year of 
our Lord one thousand nine hundred and fifty. 


Present: The Honorable Peirson M. Hall, 
District Judge. 


[Title of Cause. ] 
MINUTE ORDER 


For hearing on motion for approval of interim 
report of Special Master, and for allowance of 
interim fees to Ronald Walker, Special Master; 
Wyckoff Westover, Esq., appearing as counsel for 
plaintiffs and Shareholders Protective Comunittee ; 
Ronald Walker, Special Master, present; Chas. K. 
Chapman, Esq., appearing as counsel for defendant 
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Long Beach ed. Svgs. & Loan Assoc.; Bennett W. 
Priest, Esq., appearing as counsel for Fed. Home 
Loan Bank of L. A.; Irving Bishop and P. N. 
Angell, Esqs., appearing as counsel for defendants 
Fed. Home Loan Bank of San Francisco; Paul 
Fitting, Ass’t U. 8. Att’y, appearing as counsel for 
Fed. Home Loan Bank Board, John H. Fahey, and 
A. V. Ammann; 

Filed stipulation of Fed. Home Loan Bank of 
San Francisco for extension of time to Nov. 6, 1950, 
to file reply, opposition, ete., to interim report of 
Special Master; filed answer of Fed. Home Loan 
Bank of San Francisco to interim report of Special 
Master; filed memo. of points and authorities in 
support of answer to interim report of Special 
Master; filed affidavit of Frank W. Noon in support 
of answer to interim report of Special Master. 

Court hears argument of counsel on motion for 
approval of interim report and for allowance of 
interim fees to Special Master Ronald Walker. 

Frank W. Noon is called, sworn, and testifies on 
cross-exam. of affidavit filed this date. [20251] 

Motion of Long Beach Fed. Svgs. & Loan Assoc. 
to strike affidavit of Frank C. Noon is denied, but 
affidavit is stricken on the Court’s own motion on 
the ground that it is immaterial. 

Court orders cause submitted on motion for ap- 
proval of interim report and for allowance of 
interim fees to Special Master. 
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ORDER FOR PARTIAL INTERIM ALLOW- 
ANCE OF FEES TO SPECIAL MASTER 


The petition of Ronald Walker, Special Master, 
in the above-entitled actions for a partial interim 
allowance of fees having come on for hearing on 
the 6th day of November, 1950, before the Honor- 
able Peirson M. Hall, District Judge, and there 
being present the following counsel: Charles K. 
Chapman, Esq., for Long Beach Federal Savings 
and Loan Association; Westover & Smith, Esgqs., 
by Wyckoff Westover, of counsel for the plaintiffs 
Mallonee, et al.; Irving G. Bishop and Philip H. 
Angell, Esqs., for defendants Federal Home Loan 
Bank of San Francisco; O’Melveny & [20253] 
Myers, by Bennett W. Priest, Esq., of counsel for 
the Federal Home Loan Bank of Los Angeles; 
Ernest A. Tolin, United States Attorney, by Paul 
Fitting, Assistant United States Attorney, for the 
Official Defendants, and it appearing to the satis- 
faction of the Court that due notice had been given 
of the hearing upon the said petition for partial 
interim allowance of fees, and that previous interim 
partial allowance of fees have been made from time 
to time to said Special Master in the total sum of 
$50,000.00, and the Court having reserved the right 
to grant further allowances upon the petitions of 
said Special Master for partial interim allowance 
of fees, and the Court having given further consid- 
eration to the First and Second Interim Reports 
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of said Special Master and to the Report of said 
Special Master filed November 29, 1949, upon the 
Nature, Type and Character of the records and files 
maintained by the Federal Home Loan Bank of San 
Francisco in connection with the discovery proceed- 
ings herein and the interim report of said Special 
Master filed February 24th, 1950, and other interim 
reports upon the progress of the Accounting and 
Discovery Proceedings and the pending petition for 
a partial interim allowance of fees to the Special 
Master, and heard statements of the Special Master 
as to the nature and extent of his services; and it 
appearing to the satisfaction of the Court and the 
Court finds that said Special Master has performed 
services pursuant to his Orders of appointment of 
such nature as to entitle him to a further partial 
interim allowance on account of fees, and that such 
services, among other things, have included the 
supervision, direction and control of the transfer 
of certain of the assets of the Long Beach Federal 
Savings and Loan Association, from the custody 
and possession of A. V. Ammann, as purported con- 
servator, to the officers and directors of said asso- 
ciation, in conformity to date with such order of 
appointment and in such manner, among other 
things, as to maintain public confidence in a finan- 
cial institution involving allegedly some $26,000,- 
000.00 of assets, [20254] and allegedly some 16,000 
shareholder depositors and 8,000 borrower members, 
the title to whose home have been allegedly clouded 
and in the supervision and control of an election of 
directors and officers of said Long Beach Federal 
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Savings and Loan Association, and has included 
hearings upon the diseovery proceedings herein, and 
the consideration and analysis of the accounting 
filed by said A. V. Ammann, and of the preliminary 
objections thereto, including hearings thereon, and 
in attendance upon and participation in each and 
all of the hearings of Court held herein, and that 
such attendanee and participation was necessary in 
connection with the orders of referenee herein, and 
further, that such serviees have been rendered over 
a period of more than two years and nine months 
since the date of his appointment and will be re- 
quired for many months subsequent hereto, and that 
it is unreasonable to compel said Special Master to 
await the termination of the above-entitled actions 
for an allowance of fees herein. 

That sinee the last preceding partial interim 
allowance of fees said Special Master has presided 
over 61 hearings upon the Diseovery Proceedings 
upon the dates set forth in his petition and has 
rendered other services necessary and incident to 
his duties as Special Master as set forth in his 
petition requiring fifteen and one-half days of his 
time in office work at his office, at the office of the 
Long Beach Federal Savings and Loan Association, 
the Los Angeles office of the Home Loan Bank of 
San Franciseo and in Court. 

That the duties of the Special Master in presiding 
over the discovery hearings are both onerous and 
tedious and are such as to require praetically all of 
his time and prevent his accepting other substantial 
and gainful work in his private practice of law. 
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That the Special Master has received and marked 
for identification 1031 exhibits, each containing let- 
ters, documents, ete., well [20255] in excess of 
50,000, each of which has been numbered for identi- 
fication. Reproduction of material requested by the 
parties seeking the discovery has been done by 
photostating and microfilming. 56 reels of micro- 
film have been taken and developed. $4,949.15 has 
been expended by the parties for photostating. 

That it is essential both for the Discovery 
Proceeding and in connection with the proposed 
deposition of defendant John H. Fahey, that the 
inspection of documents continue under the Special 
Master in order to protect and preserve the objec- 
tions, both of the Home Loan Bank of San Fran- 
eisco and the Official Defendants, and to prevent 
the disclosure of privileged or confidential informa- 
tion in the public interest, and to permit the orderly 
inspection of files and documents and to prevent 
serious disruption of the business of the Home 
Loan Bank of San Francisco. 

That such services have been rendered in such 
manner as to entitle said Special Master presently 
to a substantial partial interim allowance on his 
fees herein and the Court further finds that the 
services of said Special Master prior to November 
6, 1950, are of the reasonable value of $60,000 and 
more, and that a further interim partial allowance 
of $10,000 at this time is meet and proper. 

That it would be improper and unreasonable at 
this time to assess the fees of said Special Master 
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against any of the parties to the proceeding or to 
allocate the value of said services to any particular 
phase of the services rendered by said Special 
Master, or to assess the fees of the Special Master 
against any parties to said litigation or claimant to 
said funds. That there is on deposit in the Registry 
of the Court the sum of $1,311,001.98, in cash, which 
sum has accumulated from the deposit in Court in 
connection with the various intervenor and inter- 
pleader petitions filed herein, and from the inter- 
pleaders by the Long Beach Federal Savings and 
Loan Association of the sums [20256] of $55,487.25, 
in connection with sums claimed to be due to the 
Federal Savings and Loan Insurance Corporation, 
and from the interpleaders of George Turner, in 
the sums of $18,503.52. That there is also on deposit 
in the Registry of the Court promissory notes exe- 
cuted by A. V. Ammann, as Conservator, of the 
Long Beach Federal Savings and Loan Association, 
payable to the Federal Home Loan Bank of San 
Francisco, in the aggregate sum of $6,300,000.00 and 
the sum of $5,300,000.00 in United States Bonds, 
which are held as security for said $6,300,000.00 of 
promissory notes. 

That it appears from the affidavit of Frank C. 
Noon, dated March 5, 1948, and filed in connection 
with the order impounding the $6,300,000.00 of 
notes, that there is pledged with the San Francisco 
Bank, as pledgee, 6084 shares of stock of the San 
Francisco Bank, with a total par value of $8608,- 
400.00. That both the San Francisco Bank and the 
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Long Beach Association are allegedly multi-million 
dollar institutions. That a partial interim allowance 
of fees to the Special Master at this time will not 
impair or affect the security or the ultimate col- 
lectibility of the aforesaid notes aggregating 
$6,300,000.00. 

That pursuant to Rule 53 FRCP, the partial in- 
terim fees allowed to said Special Master should 
be paid out of such funds on deposit in the Registry 
of the Court. 

This is an interim order and is not a final deter- 
mination of the issues material to the claim for 
fees for said Special Master as contemplated by 
Rule 54 (b) FRCP, and the Court reserves the 
power to modify, alter or amend this order at any 
time. 


Now, Therefore, It Is Ordered and Adjudged that 
said Special Master be granted a further partial 
interim allowance on his fees herein in the sum of 
$10,000 and the Clerk of this Court is directed to 
pay to Ronald Walker, Special Master the said 
sum of $10,000 from the funds impounded in the 
above [20257] entitled htigation on deposit in the 
Registry of this Court. 


It Is Further Ordered that the Special Master 
beginning January 1, 1951, shall report each thirty 
days thereafter as to the progress of the Discovery 
and Accounting Proceedings and shall submit with 
such report any further current requests for fees 
and expenses for services set forth in such report. 
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Notice of hearings upon such reports shall be given 
to all interested parties. 


Dated: November 9th, 1950. 


/s/ PEIRSON M. HALL, 
District Judge. 


[Marginal Note]: Received check $10,000— 
11/9/50. 
/s/ RONALD WALKER. 


[Endorsed]: Filed November 9, 1950. [20258] 


At a stated term, to wit: The September Term. 
A. D. 1950, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, 
held at the Court Room thereof, in the City of Los 
Angeles on Thursday the 16th day of November in 
the year of our Lord one thousand nine hundred 
and fifty. 


Present: The Honorable Peirson M. Hall, 
District Judge. 
[Title of Cause.} 
MINUTE ORDER 


Upon the suggestion of counsel for special sub- 
committee of the Committee on Executive Expendi- 
tures of the House of Representatives that the Com- 
mittee desires to hold hearings in the State of Cali- 
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fornia, and in connection therewith to subpoena 
certain parties to the within action not residing in 
California who have not yet been served with 
process within the State of California, it is ordered 
that a special hearing in said actions be held on 
Friday, November 17, 1950, at 9:30 a.m., in court 
room No. 1, Federal Building, Los Angeles, Cah- 
fornia, and the Clerk is to notify all appearing 
counsel in said actions directed that you be then 
and there present on behalf of the parties you rep- 
resent in said actions. [20288] 


At a stated term, to wit: The September Term. 
A. D. 1950, of the District Court of the United 
States of America, within and for the Central 
Division of the Southern District of California, 
held at the Court Room thereof, in the City of Los 
Angeles on Friday, the 17th day of November, in 
the year of our Lord one thousand nine hundred 
and fifty. 


Present: The Honorable Peirson M. Hall, 
District Judge. 


fTitle of Cause. ] 
MINUTE ORDER 


For hearing on request of special sub-committee 
of the Committee on Executive Expenditures of the 
House of Representatives, that it desires to hold 
hearings in State of Calif., and in connection there- 
with to subpoena certain parties: Wyckoft West- 
over, Esq., appearing as counsel for plaintiffs and 
Shareholders Protective Committee; W. I. Gilbert, 
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Jr., Esq., appearing as counsel for First Fed. Sav. 
& Loan Assoc., Wilmington; Frank G. Makepeace, 
Esq., appearing as counsel for Lillian Coggswell; 
Ronald Walker, Special Master, present; Hyman 
T. Fishback, Esq., 52 Wall St., New York City, 
appearing as counsel for sub-committee of Com- 
mittee on Executive Expenditures of the House of 
Representatives; Chas. K. Chapman, Esq., appear- 
ing as counsel for defendant Long Beach Fed. Sav. 
& Loan Assoc.; Lyman B. Sutter, Esq., appearing 
as counsel for Title Service Co.; Raymond Tre- 
maine, Esq., appearing as counsel for defendant 
Robert H. Wallis; Richard Fitzpatrick, Pierce 
Works, and Pau] Fussell, Esqs., appearing as coun- 
sel for Fed. Home Loan Bank of L. A.; Irving 
Bishop, Esq., appearing as counsel for defendants 
Fed. Home Loan Bank of San Francisco, et al.; 
Arline Martin, Ass’t U. 8S. Att’y, appearing as 
counsel for Fed. Home Loan Bank Board, John H. 
Fahey, and A. V. Ammann; Robert A. Moffit, Esq., 
appearing as counsel for Land Title Ins. [20289] 
Co.; James L. Burns, Esq., appearing as counsel 
for Pioneer Investors Say. & Loan Assoc.; Chas. T. 
Smith, Esq., appearing as counsel for Harold Lee 
Newendorp, et al.; Thos. P. Menzies, Esq., appear- 
ing as counsel for Home Indemnity Co.; F. Henry 
NeCasek, Esq., appearing as counsel for Roy E. 
Hegg, George Turner, and Home Investment Co.; 
Hon. Chef Holifield, Congressman, present; 

Court hears argument on said request of special 
sub-committee. Stipulation is filed, and order ap- 
proving same. [20290] 
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[litle of District Court and Cause. ] 


STIPULATION 


On the 17th day of November, 1950, proceedings 
transpired which are reflected in a reporter’s tran- 
script thereof, to be attached hereto, which tran- 
script, among other things, reflects the appearances. 


Now, Therefore, It Is Hereby Stipulated: 


That the undersigned as counsel for the respective 
parties whom they represent and for whom they 
have appeared in the above-entitled consolidated 
actions, hereby waive the right, if any there be, of 
their respective clients to serve or attempt to serve 
in the State of California, process of this Court in 
the within consolidated action, upon any non- 
resident citizen or party to this litigation who has 
not heretofore been served with process of this 
Court in such consolidated actions within the terri- 
torial jurisdiction of this court, and whose presence 
in the State of California is in response and pur- 
suant to process of the House of Representatives 
in [20291] connection with a proposed hearing 
within the State of California by a Sub-Committee 
of the Committee of the House of Representatives 
on Expenditures in Executive Departments, so long 
as such person shall be and remain in the State of 
California in response and pursuant to such process 
in connection with such hearings. 

This stipulation shall not in anywise prejudice 
any conditions, positions or assertions or the status 
of any party subscribing thereto, and shall not in 
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anywise prejudice any of the existing rights of 
parties litigant, other than as stated herein. 

The restrictions of this stipulation shall endure 
until such time as the Clerk of the within court has 
been advised by said Committee of the House of 
Representatives that the presence in the State of 
California of the respective persons to whom this 
stipulation is applicable is no longer required by 
said Committee. 

That this stipulation shall not constitute a waiver 
of any of the rights of any of the parties repre- 
sented by the undersigned to personally challenge 
the sufficiency or the validity of any of the process 
of the House of Representatives served upon them, 
if any there be. 

It is further stipulated that the making of this 
stipulation shall not be or constitute an appearance 
either general or special for any of the chents of 
the undersigned counsel. 


Dated this 17th day of November, 1950. 


IRVING G. BISHOP, SYLVES- 
TER HOFFMAN, PHILIP H: 
ANGELL AND VERNE 
DUSENBERY, 

Attorneys-at-Law, 


By /s/ IRVING G. BISHOP. 


O'MELVENY & MYERS, and 
RICHARD FITZPATRICK, 
Attorneys-at-Law, 


By /s/ RICHARD FITZPATRICK. 
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THOMAS P. MENZIES, 
IAROLD L. WATT, 
Attorneys-at-Law, 


By /s/ THOMAS P. MENZIES. 


ERNEST A. TOLIN, 
United States Attorney, 


IS?) eee ee 


FRANK G. MAKEPEACE, 
Attorney-at-Law, 
By /s/ FRANK G. MAKEPEACE. 
ROBERT A. MOFFIT, 
Attorney-at-Law, 
By /s/ ROBERT A. MOFFIT. [20292] 
W. L GILBERT, JR., 
Attorney-at-Law, 
iow /s/ W. I. GILBENT, JR. 
LYALAN G.. SUMTER, 
Attorney-at-Law, 
inv /s/ LYMAN B. SUSE. 
F. HENRY NeCASEK 
Attorney-at-Law, 
By /s/ F. HENRY NeCASEK. 


’ 
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ALDEN AMES, JAMES E. 
BURNS, CHARLES DAL 
SOOY, 

Attorneys-at-Law, 


By /s/ CHARLES D. SOOY. 


WESTOVER & SMITH, 
Attorneys-at-Law, 


By /s/ WYCKOFF WESTOVER. 


CHARLES kK. CHAPMAN, 
Attorney-at-Law, 


By /s/ CHARLES K. CHAPMAN, 


RAYMOND TREMAINE, 
Attorney-at-Law, 


By /s/ RAYMOND TREMAINE. 


LINNELL & SMITH, 
Attorneys-at-Law, 
By /s/ CHARLES T. SMITH. [20293] 


The officers and board of directors of the Long 
Beach Federal Savings and Loan Association, 
whether being a party to the above-entitled litiga- 
tion or not, acting through the general counsel of 
said Association, who represents that he is entitled 
to make the within stipulation on behalf of such 
officers and directors personally and also acting 
through T. A. Gregory, President, hereby consent 
and agree to the foregoing stipulation, and that 
neither said Association nor said directors and offi- 
cers, nor any of them, will during the effective 
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period of the foregoing stipulation attempt any 
service of process in connection with any other or 
additional litigation than the within entitled con- 
solidated matters, upon the persons upon whom 
waiver of service is made by the foregoing litigation. 


CHARLES kK. CHAPMAN, 
Attorney-at-Law, 


By /s/ CHARLES Kk. CHAPMAN. 


T. A. GREGORY, 
President of Long Beach Federal Savings and Loan 
Association, 


By /s/ T. A. GREGORY. [20294] 


ORDER APPROVING STIPULATION 

It Is Hereby Ordered, that the within stipulation 
is approved upon the following conditions: 

That upon the issuance of any process in connec- 
tion with the hearings mentioned in said stipulation, 
that said Sub-Committee, or counsel therefor, shall 
upon the issuance of any process pursuant to said 
stipulation, file with the Clerk of this Court the 
designation of the persons upon whom such process 
shall issue and shall file with the Clerk of said 
Court a designation of each such person so sub- 
jected to process upon their release of attendance 
within the State of California under such process. 

Dated at Los Angeles, California, this 17th day 
of November, 1950. 

/s/ PEIRSON M. HALL, 
Judge of the United States 
District Court. [20295] 
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In the United States District Court, Southern 
Distriet of California, Central Division 


No. 5421-PH Civil 


PAUL MALLONEE, et al., 
Plaintiffs, 
vs. 


JOHN H. FAHEY, et al., 
Defendants. 


No. 5678-PH Civil 


FEDERAL HOME LOAN BANK OF LOS AN- 
GELES, a Body Corporate, et al., 
Plaintiffs, 
vs. 
FEDERAL HOME LOAN BANK OF PORT- 


LAND, a Body Corporate, et al., 
Defendants. 


Honorable Peirson M. Hall, Judge Presiding. 


REPORTER’S TRANSCRIPT 
OF PROCEEDINGS 


November 17, 1950 
Appearances : 
For Plaintiff and Shareholders Protective 
Committee: 
WESTOVER & SMITH, 
1009 Pacific Southwest Building, 
Los Angeles, California; by 
WYCKOFF WESTOVER, ESQ. 
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For Defendant and Cross-Claimant Long 
Beach Federal Savings & Loan Association: 
CHARLES K. CHAPMAN, ESQ., 
17 Ocean Center Building, 
Long Beach 2, California. 


For Cross- Defendant Federal Home Loan 
Bank of San Francisco: 
BISHOP & HOFFMAN, 
215 West Fifth Street, 
Los Angeles 13, California; by 
IRVING G. BISHOP, ESQ. 


For Defendant and Cross-Claimant Federal 
Home Loan Bank of Los Angeles: 

O’MELVENY & MYERS, 

900 Title Insurance Building, 

Los Angeles 13, California ; by 
PIERCE WORKS, ESQ., and 
PAUL FUSSELL, ESQ., and 
RICHARD FITZPATRICK, ESQ. 

1400 Chapman Building, 

Los Angeles 14, California. 


Appearing Specially for Defendant Ammann, 
Individually, and as Conservator; and for 
Defendant Fahey, Individually, and as 
Commissioner : 

ERNEST A. TOLIN, 

United States Attorney, 

Los Angeles 12, California ; by 
ARLINE MARTIN, 

Assistant United States Attorney. 
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For Defendant and Cross-Claimant Wallis: 
RAYMOND TREMAINE, ESQ., 
210 West Seventh Street, 
Los Angeles 14, California. 


For Title Service Company: 
LYMAN B. SUTTER, ESQ., 
512 Jergins Trust Building, 
Long Beach 2, California. [20298] 


For First Federal Savings & Loan Association 
of Wilmington: 
W. I. GILBERT, JR., ESQ., 
939 Rowan Building, 
Los Angeles 13, California. 


For Land Title Insurance Company: 
ROBERT A. MOFFITT, ESQ., 
11196 Long Beach Boulevard, 
Lynwood, California. 


For Home Indemnity Company of New York: 
THOMAS P. MENZIES, ESQ., 
1017 Rowan Building, 
Los Angeles 13, California. 


For Harold Lee Newendorp, et al.: 


LINELL & SMITH, 
402 Jergins Trust Building, 
Long Beach 2, California; by 


JHARLES T. SMITH, ESQ. 
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For Roy E. Hegg, George Turner, et al.: 
F. HENRY NeCASEK, 
3233 East Anaheim Street, 
Long Beach 4, California. 


For Pioneer Investors Savings & Loan Asso- 
ciation, et al.: 
JAMES E. BURNS, ESQ., 
111 Sutter Street, 
San Francisco, California; and 


CHARLES DAL SOOY, ESQ. 


Also Present: 


HON. CHET HOLIFIELD, 
House of Representatives. 


HYMAN I. FISCHBACH, 
Counsel for Special Sub-Committee. 


RONALD WALKER, 
Special Master in Chancery. [20299] 


November 17, 1950—9:30 A.M. 


The Court: May we have the appearances first. 
However, before we do that, I will state that ves- 
terday, of the conrt’s own motion, a minute order 
was entered in consolidated cases 5421 and 5678 as 
follows: 

“‘Upon the suggestion of counsel for special sub- 
conmmittee of the Committee on Executive Expen- 
ditures of the House of Representatives that the 
Committee desires to hold hearings in the state of 
California, and in connection therewith to subpoena 
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certain parties to the within action not residing in 
California who have not yet been served with 
process within the state of California, it is ordered 
that a special hearing in said actions be held on 
Friday, November 17, 1950, at 9:30 a.m., in court- 
room No. 1, Federal Building, Los Angeles, Cali- 
fornia, and the clerk is to notify all appearing 
counsel in said actions directed that you be then 
and there present on behalf of the parties you 
represent in said actions.” 

I understand that the clerk sent a telegram, and 
will you indicate the parties to whom it was sent, 
Mr. Clerk? 

The Clerk: To Westover & Smith 

Mr. Westover: Present, Westover & Smith by 
Wyckoff [20300] Westover. 

The Court: As the name is called, will you in- 
dicate your appearance ? 

Mr. Westover: On behalf of the plaintiffs. 

The Cowt: In behalf of the parties you repre- 
sent. 

Mr. Westover: Yes. 

The Clerk: W. I. Gilbert, Jr. 

Mr. Gilbert: Present, for First Federal Sav- 
ings & Loan Association of Wilmington. 

The Clerk: Charles K. Chapman. 

Mr. Chapman: Present for Long Beach Fed- 


eral. 
The Clerk: Lyman B. Sutter. 
Mr. Sutter: Present for Title Service Company. 
The Clerk: Raymond Tremaine. 
Mr. Tremaine: Present for Robert H. Wallis. 
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The Clerk: O’Melveny & Myers. 

Mr. Works: Here for the parties whom we rep- 
resent. 

The Court: That is Pierce Works responding? 

Mr. Works: Yes, your Honor. 

The Clerk: Mr. FitzPatrick—— 

Mr. FitzPatrick: Here. 

The Clerk: and Paul Fussell. 

Mr. Fussell: Here. 

The Clerk: Bishop & Hoffman, Verne Dusen- 
bery and Philip N. Angell. [20301] 

Mr. Bishop: Bishop & Hoffman, present by 
Irving G. Bishop, for the Federal Home Loan Bank 
of San Francisco. 

The Court: Are you also appearing for Verne 
Dusenbery and Philip N. Angell? 

Mr. Bishop: No, your Honor. I am appearing 
as counsel for the Bank. 

The Court: Do you have complete authority to 
appear this morning regardless of what Mr. Dusen- 
bery and Mr. Angell may think or do? They are 
not present. 

Mr. Bishop: Your Honor, I have authority to 
act for the Bank. 

Mr. Chapman: There are other clients, Mr. 
Bishop, who have made an appearance in the pro- 
ceedings. Are you appearing for the directors and 
officers, also, or not? 

The Court: Likewise Mr. Angell has appeared 
for them. 

Mr. Bishop: Yes, as associate counsel. Mr. Dus- 
enbery is general counsel. I was not asked specif- 


140 John H. Fahey, et al., 


ically by the court yesterday to inquire into the 
representation of the directors personally. As far 
as the Bank is concerned, I am here to represent 
the Bank. 

The Court: Then you are not here representing 
the directors? 

Mr. Bishop: I am as an attorney of record; yes. 

The Court: In other words, the direction was 
that you be here on behalf of all of the parties 
whom you represent in [20302] the action? 

Mr. Bishop: That is right. 

The Court: So that you are now authorized to 
appear for all of the parties for whom you have 
heretofore appeared in this action? 

Mr. Bishop: May I say, your Honor, that I 
practiced law for 22 years and my authority to 
appear in any court has never been questioned. I 
wouldn’t be here if I didn’t believe I had the 
authority. 

The Court: I am not questioning your author- 
ity, Mr. Bishop, at all. What I am trying to do is 
to ascertain whether or not, after your appearance 
today, some statement might be made by Mr. Dus- 
enbery or Mr. Angell or some members of the board 
of directors that your authority was limited. 

Mr. Bishop: Your Honor, if there is any stipu- 
lation entered into today I am quite confident that 
before I sign it that I will also have written author- 
ity to do so, or telegraphic authority. 

The Court: We will leave the matter stand that 
way. I wanted the matter disposed of this morning 
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without waiting for everybody to communicate with 
everybody else. 

Mr. Bishop: I see no interference with that. 

The Court: Very well. 

The Clerk: Ernest A. Tolin, United States At- 
torney. 

Miss Martin: Miss Martin for the so-called ‘‘of- 
ficial [20303] defendants.’’ 

The Court: That is, for all of the parties for 
whom the United States Attorney has heretofore 
appeared ? 

Miss Martin: ‘That is correct. 

The Court: Very well. 

The Clerk: Mr. Fitting is not here? 

Miss Martin: No. I am representing Mr. Tolin 
and Mr. Fitting this morning. 

The Clerk: Robert A. Moffit. 

Mr. Moffit: Ready for Land Title Insurance 
Company. 

The Clerk: James E. Burns, Alden Ames, Al- 
bert A. Rosenshine and Charles Dal Sooy. 

Mr. Burns: James E. Burns, appearing for the 
10 northern California associations. Mr. Sooy, if 
your Honor please, I believe is going to attend, but 
Mr. Ames I believe communicated with your Honor 
and said he would not be here. 

The Court: And Mr. Rosenshine 

Mr. Burns: Is deceased. 

The Court: My. Dal Sooy is here? 

Mr. Burns: I don’t believe he is in the court- 
room as yet, your Honor. I believe he is on his way. 

The Court: You are authorized, however, to 
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appear for the parties for which this group of at- 
torneys have heretofore appeared ? 

Mr. Burns: That is correct, your Honor. [20304] 

The Court: Very well. 

The Clerk: Linnell & Smith. 

Mr. Smith: Charles T. Smith, for the parties we 
represent. 

The Clerk: Thomas P. Menzies and Harold L. 
Waitt. 

My. Menzies: I represent the Home Indemnity 
Company of New York. 

The Clerk: F. Henry NeCasek. 

Mr. NeCasek: I represent Roy E. Hegg, George 
Turner and the Home Investment Company of Long 
Beach and others. 

The Court: All of the parties for whom you 
have heretofore appeared of record in this litiga- 
tion ? 

Mr. NeCasek: That is correct, your Honor. 

The Clerk: Frank G. Makepeace. (No response.) 

The Court: Let us see. Mr. Makepeace appeared 
as of counsel 

The Clerk: For Lillian Coggswell. 

Mr. Chapman: He is one of the intervenors. 

The Court: Lillian Coggswell, and there was an- 
other appearance for Lillian Coggswell, I think, 
filed by 

The Clerk: The United States Attorney, I think, 
your Honor. 

The Court: I think it was Mr. Bishop and his 
group. Let me see the file. 
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(The documents referred to were passed to 
the court.) [20305] 


The Court: Here is an answer of Archibald B. 
Young, Verne Dusenbery, Angell and Bishop. So 
that I understand that you are appearing for all the 
parties for whom you have heretofore appeared of 
record in this case. 

Mr. Bishop: May I see the pleading, your 
Honor? I know of no representation of anybody 
by the name of Coggswell. 

The Court: I will find some more of them here. 

The Clerk: That wasn’t Coggswell, your Honor. 

The Court: Answer of Archibald Young to first 
supplemental complaint, ete. 

Mr. Bishop: I think what you are looking for 
possibly, there is an appearance on file by General 
Rider for one of the directors in Salt Lake. 

The Court: The answer to complaint of Lillian 
Cogeswell has the names of Ernest A. Tolin and 
Paul Fitting, so that you are appearing for all 
parties for which the United States Attorney has 
heretofore appeared ? 

Miss Martin: That is so. I personally didn’t 
know about the appearance, but we certainly are. 

The Court: No, that is incorrect. That is an an- 
swer to complaint in intervention of Lillian Coggs- 
well. 

Mr. Bishop: ‘That is what I couldn’t understand, 
your Honor. We are uot appearing for anybody by 
the name of Coggswell. 

The Court: That is the United States <Attor- 
ney. [203806] 
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Miss Martin: Did you actually find it there, 
that we have appeared? 

The Court: No, vou have not. That is the an- 
swer. 

Does that other file have the Coggswell pleadings, 
or is this the only file that we have left, Mr. Clerk? 

The Clerk: That is the only file we have, your 
Honor. 

The Court: Here you are, Mr. Bishop. And 
there are several brown papers following that. 


(The file referred to was passed to counsel.) 


The Court: Well, it appears that Lillian Coggs- 
well came in by some kind of complaint in inter- 
vention. However, the original files are in San 
Francisco in connection with an appeal, so I am un- 
able to say what she has pending. Perhaps the 
makers of the rules on appeal antieipated that Dis- 
trict Judges would have a compendious memory 
to be able to recall 22,000 pages of contents, but 
I cannot. 

Does anybody know what Lillian Coggswell did 
or What her claim of intervention is? 

Mr. Chapman: ‘The papers served on me, your 
Honor, as attorney for Long Beach Federal, was a 
complaint in intervention because of the transac- 
tion she had had with a trust deed that she pur- 
chased or paid off or did something with to the eon- 
servator while he was in possession of our institu- 
tion. 

The Court: Where is Frank G. Makepeace? 

Mv. Chapman: He is an attorney in Long Beaeh. 
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{ think [20307] he has a one-man office and when 
he has matters out of town there is no one in the 
office but his secretary. 

The Court: Does anyone happen to have a copy 
of Lillian Coggswell’s complaint here? 

Mr. Chapman: I don’t believe we have thei 
here. I can have them sent up from Long Beach 
in a short time, if you wish me to telephone for 
them. 

The Court: No, I do not want to wait. In any 
event, that is all the parties that have been notified. 

Mr. Fischbach, counsel for the special sub-commit- 
tee of the Committee on Executive Expenditures of 
the House of Representatives, is here. Mr. Fisch- 
bach, it was at your suggestion yesterday that I 
made the minute order and sent the wire. Do you 
have a statement to make? 

Mr. Fischbach: I do. Also I would like to enter 
my appearance as counsel. 

The Court: Excuse me just a moment until we 
get through with this other matter. 

Mr. Bishop: Yes, your Honor, I see it, but [ 
do not get the significance of it. That is an answer 
for one of the directors. 

The Court: But you are appearing for him? 

Mr. Bishop: I am appearing for him. 

The Court: Very well. 

Mr. Fischbach: My name is Hyman TI. Fisch- 
bach. My office [20308] address is 52 Wall Street, 
New York City. 

I appear as special counsel, if the court please, 
for a sub-committee of the Committee on Executive 
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Expenditures of the House of Representatives. The 
sub-committee has entrusted to it a matter which 
involves the public interest, and it is obliged to 
report to the Congress on the administration of the 
Home Loan Bank Act in the Twelfth District. 

The action under investigation by the committee 
has once before been the subject of a congressional 
investigation, and a report of which the court has 
doubtless been informed. 

This committee is obliged to recommend such 
remedial administrative and legislative action as 
may be warrauted by its findings. 

It has come to the attention of the sub-committee 
during the course of the field investigation, which 
various members of the committee and its staff have 
been conducting, that there is need for the assist- 
ance of various persons who are not residents of the 
state of California but who have had official, and 
today do have official, participation im some of the 
activities umder investigation. 

Now the nature and complexities of this litiga- 
tion before the court and the very fact that there 
are so many John Doe defendants who have been 
named as such, it makes it reasonably improbable 
for anybody to say whether or not many of the per- 
sons whose assistance the committee really needs 
in [20309] the state of California are or are not 
parties. 

Tt has come to the attention of the committee that 
Board members, that is, members of the Home Loan 
Bank Board, as well as members of the board of 
directors of the Federal Home Loan Bank of San 
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Francisco, are meeting outside of the state of Cali- 
fornia to avoid being served with process in this 
action. 

It has also come to the attention of the sub-com- 
mittee that in times past individual members of 
the Home Loan Bank Board have come to Califor- 
nia and have not been subjected to process in this 
litigation, notwithstanding their presence in the 
state of California. 

Now I take it that it is basic law that any person 
who would attend a meeting of the sub-committee 
in the state of California under process of the 
House of Representatives would be immune from 
the service of civil process while in the state of 
Cahiforma and while in attendance upou the needs 
of the committee. 

Nevertheless, in order to facilitate the work of 
the committee, it would be very much appreciated 
if this court would use its good offices with counsel 
in the case to invite them to waive anv attempt to 
serve process of this court upon anv person who 
is not a resident of the state of California and who 
comes into the state at the behest of the committee 
to assist it in the work which has been committed 
to it. [20310] To that end T asked vour Honor to 
convene a mecting of counsel 

The Court: Under subpoena bv the committee? 

Mr. Fischbach: Correct, sir. 

The Court: To that end you what? 

Myr. Fischbach: I have asked the court to convene 
these proceedings today and invite counsel who are 
officers of this court to waive the rights of their 
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respective clients to attempt to serve process in this 
case upon anybody subpoenaed by the committee in 
the state of California. 

The Court: And who is not a resident or citizen 
of the state of California and regularly subject to 
its process out of this court. 

Mr. Fischbach: That is correct. 

The Court: Very well. 

All of you have heard the statement made by Mr. 
Fischbach. Does anyone wish to be heard in con- 
nection with his request? 

In connection with the matter of immunity of 
service of process, as everybody knows, it is Horn- 
book law that a person appearing under compulsion 
may not be served with process. Likewise, as every- 
one knows, a judge cannot adjudicate in advance. 
So the situation as it appears to me is this: The com- 
mittee of Congress, lawfully constituted, desires to 
hold hearings within the state of California. In 
that connection [20311] they deem it necessary to 
subpoena and have present in the state of Califor- 
nia concerning the investigation of the conduct in 
the Twelfth Federal Reserve District, the affairs 
committed to the Home Loan Bank Board of per- 
sons who may be officials and who are not, by virtue 
of their residence and citizenship, subject to the 
personal service of process of this court. 

I take it that your request does not go to the 
extent of excusing them from service of process in 
their official capacity, such as may be served regard- 
less of where their residence may be? 

Mr. Fischbach: ‘That is correct, sir. 
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The Court: In other words, there have been 
several rulings by this court, under what used to 
be I think Section 168, that this court has jurisdic- 
tion and power to serve its process anywhere in 
connection with property which is within this dis- 
friet: 

Mr. Fischbach: I might say, your Honor, that 
among the persons whose presence in the state of 
California is desired—and this is by no means an 
exclusive list—are Messrs. Divers, Adams and La 
Roque, who are the members of the present Home 
Loan Bank Board. Mr. Dyke, who was formerly a 
member of the Board, Mr. Husband, who is an offi- 
cial of the Federal Savings & Loan Insurance Cor- 
poration. We also desire the presence of Mr. Fahey, 
who formerly was [20312] administrator and form- 
erly a member of the original statutory Board. 
Mr. Siegel, who formerly was a member of the civil 
division, I believe, in the office of the Attorney 
General, an Assistant Attornev General, Mr. Twohy, 
Mr. Keller; and the committee might also require 
the presence of Moe Silverman. Moe Silverman is 
an attorney who is a member of the legal staff of 
the Home Loan Bank Board; Mr. McKenna, Mr. 
MacGuineas, who is an assistant to the Attorney 
General; Mr. Heisler and Mr. Ammann, whose ac- 
tivities are the subject of scrutiny by, the court here 
in an accounting procedure; Mr. Bogardus, who 
is the supervisor in charge of the Portland Branch 
of the San Francisco Bank. 

Now because of the naming of so many John 
Does 
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The Court: Those are all people connected not 
immediately with the San Francisco Bank. What 
about the directors of the San Francisco Bank who 
are citizens of other states than the state of Cali- 
fornia ? 

Mr. Fischbach: If your Honor please, I have a 
list of those persons, past and present directors of 
the San Francisco Bank. 

The Court: I wonder if you might designate 
them so that the parties may know who you pres- 
ently have in mind. 

Mr. Fischbach: Yes, I will be glad to submit 
that to the clerk for the record. Or I could read 
them off now. 

The Court: Yes, let us read them into the 
record. [20313] 

Mr. Fischbach: Ben A. Perham, Fred J. Brad- 
shaw, M. L. Carrier, I. W. Dinsmore, Douglas H. 
Driggs, Re J. Fremou, L. H. Hoffman; Guy em 
Jaques, C. W. Leaphart, L. C. Wetzel, J. H. An- 
drews, C. N. Bloomfield, Perey C. Bulen, R. Floyd 
Hewitt, F. M. Donahoe, Joseph E. Swindlehurst, 
Thomas T. Taylor, W..D. Hopping, Wort: 
Wright, Paul Bartling, W. O. McCaw, and J. W. 
Maxwell. 

The Court: It would seem to me that the Com- 
mittee on Executive Expenditures of the House of 
Representatives have the right to conduet an in- 
vestigation as outlined by Mr. Fischbach, the coun- 
sel for the sub-committee, and that while this court 
has no power to issue any process at this time, to 
make a ruling or holding in advance concerning any 
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immunity from service of process, it occurred to me 
that by getting all of the counsel together for all of 
the parties and having Mr. Fisehbach’s statement 
that you might give consideration to the execution 
of the stipulation which he suggests. 

Now does anybody wish to be heard on that? 

Miss Martin: May I ask a question first, your 
Honor? 

The Court: Certainly. 

Miss Martin: This waiver, which you are sug- 
gesting that might be made, is it your suggestion 
that it is a waiver only as to persons now named 
in this aetion whether served or not, now named as 
parties? Is it to be limited to that? 

The Court: Apparently not, according to Mr. 
Fischbach’s [20314] request. He has indicated that 
there are many John Does, that that if Mr. Siegel 
or Mr. T'wohy or Mr. Keller or Mr. Moe Silverman 
happens to turn up with the name John Doe to 
some of those services, he wants the immunity 
evanted to him. As I understand it, it is not only 
the designated parties but any other party who is 
not a eitizen and resident of the state of California 
and not subject to the service of personal process 
of this court within this jurisdiction who may be 
subpoenaed to come within the state of California 
in connection with the congressional investigation 
indicated to be conducted by Ms. Fischbach by that 
sub-committee, that they shall be immune from 
service of process in this action by any of the 
parties to the action, that is, immunity from the 
service of personal process. 
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Miss Martin: In other words, for imstance on 
Mr. Siegel, limiting it merely to service of process 
in this action on that party. In other words, there 
are a lot of people here and the United States 
Attorney might want to serve them with process 
for any number of reasons outside of this action. 

The Court: Of course. If somebody comes out 
here and robs a bank and the United States At- 
torney wants to indict him, I certainly contemplate 
taat the stipulation shall be only within the frame- 
work of these consolidated actions. 

Is that correct, Mr. Fischbach ? 

Mr. Fischbach: That is correct, your Honor. 

T stated, I think it is basic law that anybody who 
came into the state of California pursuant to the 
process of the House of Representatives and to 
attend before a committee of the Congress would 
be ummune from the service of process in any event, 
but what I am endeavoring to do is to get the coun- 
sel in this case voluntarily to waive the right to 
attempt to make service. 

The Court: In so far as any process in this case 
is concerned. 

Mr. Fischbach: That is correct. 

The Court: I mean, if somebody else has some 
other kind of a cause of action, I am not concerned 
with it in this case. 

Mr. Fischbach: That is right. 

The Court: And you are not asking that they 
be granted general immunity? 

Mr. Fischbach: That is correct. 

The Court: Very well. Is that clear, Miss 
Martin? 
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Miss Martin: Yes. Thank you. 

The Court: Mr. Gilbert? 

Mr. Gilbert: If the court please, on behalf of 
my chent, I waive such right to attempt to serve 
process and request, in view of the possibility that 
there might be other persons subpoenaed to testify 
in addition to those already named, I would suggest 
that it be considered that some plan be devised to 
keep counsel advised from time to time what per- 
sons actually are under subpoena so that there can 
be [20316] no misunderstanding or confusion in 
that regard. 

The Court: As part of your request, Mr. Fisch- 
bach, would you consider that there be filed with 
the clerk as the subpoenaes are issued the list of 
parties, and that the stipulation would extend to 
those parties ? 

My. Fischbach: I would be very glad to do that, 
your Honor. And I would also be glad to notify 
the clerk when the presence of any person on the 
list is no longer required by the committee. 

The Court: Giving them time to get out of town. 

Mr. Fischbach: Yes. 

Mr. Westover: On behalf of the plaintiff, your 
Honor, in Case No. 5421, we of course would be 
happy to waive the rights to serve witnesses who 
are here in California in response to a subpoena, 
whether congressional subpoena or court subpoena 
or otherwise. We feel that they would be immune 
anyway. 

We would also like to express our willingness 
and desire to cooperate fiullv and assist the ecom- 
mittee in any way we can do so properly. 
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I do feel this, that it should be made clear that 
the status of parties as they now exist have not 
been changed or abridged or modified in any way, 
shape or manner by my willingness to waive on 
behalf of my client the right to service while they 
are responding to the subpoena. [20317] 

The Court: In other words, you do not waive 
anything else? 

Mr. Westover: That is mght. We want to limit 
it to that. 

Mr. Fischbach: If your Honor please, I would 
hike to make it clear to the court and clear to 
counsel that there is nothing in the request which 
should in anywise be deemed to alter the existing 
status of the litigation in any way. 

The Court: Or the rights of the parties? 

Mr. Fischbach: Correct. 

The Court: Very well. 

Mr. Works: If the court please, we will make 
the same waiver on behalf of the clients whom we 
represent, it beimg understood along the lines just 
discussed that the waiver is without prejudice to 
any contentions now made in the actions, including 
the contention that there have been general appear- 
ances already, as far as certain defendants are con- 
cerned. 

The Court: I understand that Mr. Westover has 
contended that there has been general appearances. 

Mr. Westover: That is right, your Honor. In 
fact, I think some of those points are being brought 
out on appeal now, and we wouldn’t want to 
prejudice our position that we have already taken 
or as expressed before other courts. 
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Mr. Works: We are expressing the same thought 
in a different form, your Honor. [20318] 

The Court: You are not asked, and I understand 
that you do not contemplate, a waiver of any service 
which has been made in the past or appearances 
which have been made in the past. 

Mr. Works: Or contentions with regard to that. 

The Court: Or contentions with regard to that. 

The Court: It is only the waiver of the right to 
serve process in the future in this case upon any 
person not subjeet to service within the state of 
California who is brought here under a subpoena 
from the congressional committee. 

mr Yrorks: That is right. 

The Court: Now I understand in that connection 
that you are also waiving the right to challenge 
the validity of a subpoena. 

Mr. Works: Yes. 

The Court: J have in mind the recent ease in 
the Supreme Court where they held a congressional 
ecommittee—what is the name of it? 

My. Fisehbach: The Christophel ease. 

The Court: The Christophel case. In other 
words, the stipulation does not comprehend that it 
shall be a legal, vahd subpoena. In other words, 
the subpoena if issued and served will be valid on 
its face. Is that your understanding? 

Mr. Works: Yes. 

The Court: Is that your understanding, Mr. Gil- 
bert? [20319] 

Mr. Westover: That is agreeable. 

The Court: What happened to Mr. Gilbert? 
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Mr. Gilbert: Pardon me. 

The Court: Is that your understanding as well? 

Mr. Gilbert: Yes. 

The Court: Very well. 

Mr. Westover: We do contemplate that there 
will be some notice with the clerk or otherwise so 
we will know how long the witnesses have such 
immunity. 

The Court: Yes. You heard Mr. Fischbach’s 
statement as to that. 

Mr. Westover: That is right. 

Mr. Chapman: Your Honor, the Long Beach 
Association has been welcoming any inquiry into 
these seizures, judicial, legislative or otherwise, 
and we certainly would do nothing to impede or 
obstruct the congressional process, nor to question 
the validity of congressional subpoenaes. On behalf 
of the Association I am waiving any attempt to 
serve process. 

The Court: On behalf of all parties for whom 
you have heretofore appeared ? 

Mr. Chapman: Yes. I think the Association has 
been only represented by one attorney for these four 
years. 

The Court: I think Mr. Gregory is here per- 
sonally in this litigation, is he not, someplace? 

Mr. Chapman: TI don’t believe I have appeared 
for him personally, [20320] your Honor. I think 
he is a defendant. But I will waive for all my 
clients. There is no restriction on my waiver. 

The Court: And were not all the officers and 
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directors of the Association served by somebody 
here? 

Mr. Chapman: They are parties and they have 
been served, but I don’t believe I am appearing for 
them personally. 

The Court: Who appears for them? 

Mr. Chapman: Mr. Tremaine, I think. He ap- 
peared for Mr. Wallace, attorney for the Associa- 
tion at the time it was seized, and I think he also 
appeared for the officers and directors. 

The Court: Anvhow, whatever the record shows. 

Mr. Chapman: That is right. But J am cer- 
tainly making no restriction on my waiver. 

I do have a suggestion to offer. We have had 
some experience with stipulations in the past in this 
matter. I think the court might well consider some 
sort of an order to its clerk in connection with the 
issuance of additional process. My understanding 
is that most of the process heretofore issued, I 
think all of it, has been served and certainly any- 
one seeking new process would have to apply to the 
elerk for that process. I think with the array of 
counsel we have here, we have the majority or per- 
haps with very minor exceptions, everybody pres- 
ent. But it would be most unfortunate [20324] to 
have all of us waive, as we are now doing—and T 
hope all other counsel will too—and find that there 
has been someone overlooked who thought they 
weren’t bound by that waiver. 

We have had experiences on occasions in the past 
when we thought we had everybody in agreement 
and somebody has been overlooked. T think it would 
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be entirely proper for an order of a temporary 
nature, just during the pendency of these com- 
mittee hearings, if they are held in California, that 
the clerk notify all counsel before issuing any 
further process if anyone applies. 

The Court: I rather doubt if the court has that 
power. It seems to me that the process is a matter 
of right. I think, however, that the court would 
have the power to direct the clerk not to issue any 
process in any of these actions for any party not 
appearing here this morning. 

Mr. Chapman: That would cover the situation. 

The Court: Unless and until the application to 
the court is made. 

Mr. Chapman: Regardless of whether an order is 
made, I am glad to cooperate with any congressional 
investigation and waive whatever is necessary. I 
don’t think there is any right to serve a witness 
who is immune under subpoena. 

The Court: In view of the Christophel case, the 
matter may be challenged apparently as to the 
validity of the composition [20322] of the con- 
gressional committee, or some possible irregularity 
in the issuance of a subpoena or something like that, 
and what is sought here by this stipulation is to 
eliminate those things so that the people who may 
be subpoenaed here may personally come to the 
state of California without apprehension as to their 
personal liability and without feeling that they 
may have to go through several vears of litigation 
before either the validity of the setup of the com- 
inittee is established or the validity of the issuance 
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of a subpoena or some technicality upon which the 
question may turn. 

Mr. Chapman: They need have no such appre- 
hensions as to the Long Beach Association. 

The Court: Verv well. 

Mr. Tremaine? 

Mr. Tremaine: I concur, your Honor, particu- 
larly as expressed by Mr. Works. 

Your Honor said something about representing 
My. Gregory. I don’t think I am appearing for 
Mr. Gregory. 

The Court: Myr. Gregory is here. Who is your 
counsel in this case? 

Mr. Gregory: Your Honor please, the case where 
I was named a defendant was remanded to the 
Superior Court. Mr. Tremaine appeared for us 
there, but at the present time he is restrained. 

The Court: At the present time you are not 
personally [20323] served with process in any of the 
various third parties, cross-complaints, interven- 
tions? 

Mr. Gregory: That is right. 

The Court: Nor are the directors of the Asso- 
ciation ? 

Mar. Gregory: Nor are the directors of the Asso- 
ciation. 

The Court: Very well. 

Mr. Tremaine: I believe, your Honor, the case 
he referred to was remanded to the Superior Court, 
so I don’t believe there is any appearance there. 

The Court: In any event, you join in the waiver 
as heretofore collectively expressed ? 
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Mr. Tremaine: I do, your Honor. 

The Court: On behalf of the parties you appear 
for of record in this case? 

Mr. Tremaine: I do. 

The Court: Very well. 

Mr. Sutter: On behalf of Title Service Company, 
I will join in the waiver. Fortunately I can say I 
represent only Title Service Company. 

The Court: Mr. Bishop? 

Mr. Bishop: Your Honor, I don’t believe that 
any waiver or stipulation can add or detract from 
the power of Congress to subpoena anybody. We 
cannot give any greater immunity than is already 
given by law. And so that my remarks are not 
misunderstood, there is no desire on my part to 
frustrate Congress [20324] or this committee, or 
this court. 

I am willing to state with every reservation in 
the world that I cannot speak for any individual 
member of the board of directors or officers of the 
Federal Home Loan Bank of San Francisco about 
his personal right to resist any subpoena or to take 
any step he wants in connection with the congres- 
sional hearing. That is his personal right. 

The Court: Mr. Bishop, if anybody has any 
notion that I am now giving consideration to 
whether or not a subpoena js validly issued or what- 
ever a person’s rights may be in connection with 
or in resistance to the subpoena issned by a con- 
eressional committee. they are under a complete 
misapprehension. The suggestion does not concern 
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that at all. It only concerns the service of process 
in this litigation. 

Mr. Bishop: Yes, your Honor, and that is the 
other point I am going to make. 

I don’t know how a stipulation by counsel present 
this morning will serve that purpose either—and 
I am not talking just about the absence of counsel 
for my client—but there are counsel that are absent 
that aren’t going to be bound by it. 

The Court: Who? 

Mr. Bishop: I mean, if it is for all parties, and 
you always have to have all parties—for instance, 
Mr. Makepeace. I tried to look in that file. There 
is a pleading [20325] file by General Rider in Salt 
Lake on behalf of one of the people Mr. Fischbach 
mentioned, Mr. Taylor, who is now a director of 
the Bank. 

Again with every reservation in the world, I will 
state, and I want the right to state, that we will 
not serve any process on anvbody. 

The Court: Do you join in the stipulation, the 
proposed stipulation ? 

Mr. Bishop: When I am sure that I know what 
it is. Everybody is trying something on it. Is it 
going to be an order, is it going to be a written 
stipulation, or what? 

The Court: What do you understand the pro- 
posal to be now, Mr. Bishop? 

Mr. Bishop: I understand the proposal to be 
that we counsel present indicate or stipulate to this 
court that we will not serve any process in con- 
nection with this litigation upon anyone subpoenaed 
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here by the congressional committee who is not a 
resident of the state of California. Is that correct? 

The Court: That is, not a resident or citizen of 
the state of California. 

Mr. Bishop: That is correct. 

The Court: And not subject to process out of 
this court. 

Mr. Bishop: That is correct. 

The Court: Without waiving anybody’s conten- 
tions of [20326] valid service heretofore made or 
anything else that has gone in the past. 

Mr. Bishop: Without waiving anything. 

The Court: Not waiving anything. When you 
join in the stipulation you waive the right to attack 
the validity of the subpoena issued by the commit- 
tee and the validity of the committee and any chal- 
lenge to it in so far as it is concerned in this htiga- 
tion. 

Mr. Bishop: That is what I mean, your Honor. 
I ean’t do that for an individual officer or director 
of our bank. No man ean do that. That is his con- 
stitutional right. I would have to ask each one of 
them to consult their own counsel to do that. 

The Court: You are appearing for them as coun- 
sel. 

Mr. Bishop: What is that? 

The Court: You are appearing for them as 
counsel. 

My. Bishop: Yes, your Honor. 

The Court: In this litigation. 

Mr. Bishop: Yes. 

And if your Honor will please bear with me, vou 
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asked my authority this morning, and in order to 
waive such a right for any one of our board of 
directors or officers I cannot be compelled to make 
a stipulation. 

The Court: Nobody can be compelled to make 
any stipulation. [20327] 

Mr. Bishop: Well, then, if I have to go that far, 
then I will have to get authority from each in- 
dividual one, and I didn’t think that that would 
become necessary. But I thought it was understood, 
and I can’t do it, and I wouldn’t, for any individual 
waive his right because to this day I have tried 
several times and several ways to find some real 
resolution of authority about this investigation. 

The Court: Mr. Bishop, vou appear as counsel 
for the Bank. 

Mr. Bishop: Yes, sir. 

The Court: The Bank is composed of direetors 
who have residence within the state of California 
and—how many states are there composing the 
Bank? 

Mr. Bishop: The twelve western states. 

The Court: The directors variously reside in 
those twelve western states. Since this ltigation 
has begun, it has just been brought to my attention, 
and it had never occurred to me, that the board of 
directors of the Bank have been holding their meet- 
ings in other states. Is that correct? 

Mr. Bishop: Yes, sir. 

iin Court: And for wh? 

Mr. Bishop: Is there anything unlawful about 
it? 
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The Court: Nothing. 

Mr. Bishop: Or illegal? 

The Court: Nothing. The headquarters of the 
Bank is San [20328] Francisco. I should think 
that once in a number of years, or however long 
this has been pending, they would feel free to 
hold a meeting in their own headquarters. Could 
it be that they are afraid of being served with 
process if they come within the state of California 
and a possible personal lability ? 

Mr. Bishop: I can’t speak as to what their 
mental attitude is, whether they are afraid or not. 
That is entirely up to these men themselves. 

The Court: Whether or not they are or are not 
afraid, could it be possible that they are acting upon 
advice of some counsel for the Bank, that if they 
do they might be served with process in this ease 
personally ? 

Mr. Bishop: Maybe, and maybe not counsel for 
the Bank, your Honor. 

The Court: There is one other thing that I have 
in mind in connection with this, and I hope that I 
am not extrajudicia, in that connection, but it has 
been represented to me repeatedly and most ve- 
hemently upon oceasions that the business of the 
Bank and the business of the Home Loan Bank 
Board are vested with an exceedingly great public 
interest, and that it was necessary for them to have 
meetings throughout and at various portions of 
the United States. It oceurs to me that possibly 
they may have necessity, in connection with their 
official travel, to be in this district. But nobody 
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has suggested [20329] to me the necessity for them 
coming here. Had they done so, I would have called 
counsel together and asked for a stipulation such 
as I am asking for this morning, because while 
the parties are entitled to litigate, I have done 
everything that I can to see that the public business 
of the banks and the litigants has not been stopped. 

Mr. Bishop: I don’t know what more I ean 
say, your Honor. 

The Court: Your answer is no, then, you do not 
stipulate ? 

Mr. Bishop: I go along as far as the Bank is 
concerned about serving papers, but as to the rest 
of it, about waiving any right about subpoenaes, I 
cannot do it, your Honor, or any right to contest the 
validity. That is for the individual members them- 
selves. 

The Court: Let us put it this way, Mr. Bishop: 
Suppose that—who did you say this fellow from 
Salt Lake was? 

Mr. Bishop: General Rider. He is an attorney. 
He represents Tom Taylor. 

The Court: Suppose Tom Taylor came here un- 
der the services of a subpoena, whereupon Mr. 
Westover served lim, and Mr. Chapman and Mr. 
NeCasek and Mr. Sutter and Mr. Gilbert and 
O’Melveny & Myers served him with process in this 
ease and said, ‘‘Now you are hooked. We have you 
served personally. You have to come down here 
and fight it.’’ [20330] 

He would say, “Well, I have a congressional 
subpoena.’’ 
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Whereupon they would say, ‘‘ Yes, I know, but we 
have a right to challenge, No. 1, the validity of the 
composition of the committee; No. 2, the validity 
of the issuance and execution of the subpoena; No. 
3, the service of the subpoena, so vou are actually 
not here under compulsion.”’ 

Do you feel that vou are not justified in waiving 
for the directors for whom you appear? 

Mr. Bishop: No, because I don’t think the stipu- 
lation can be of any efficacy. It doesn’t bind all the 
parties to the action, and other people who file 
interventions tomorrow and serve process in addi- 


tion 
The Court: Yes, they can. 
Mr. Bishop: and they aren’t even heard of. 


They are unknown. 

The Court: Yes. 

Mr. Bishop: Your Honor, to me—I am saying 
this as my own conscience—I don’t understand. 

The Court: Mr. Burns? 

My. Burns: I might say, your Honor, that Mr. 
Dal Sooy is in court now. 

The Court: Very well. Which one of you wishes 
to make the statement? 

Mr. Burns: I will make a preliminary one and 
Mr. Dal Sooy maybe would like to supplement 
it. [20331] 

In view of your Honor’s injunction, I don’t know 
two things, whether or not we can enter into any 
stipulation or take any action in this matter and, 
secondly, in view of the nature and scope of that 
injunction, certainly we can never serve any process 
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on anyone who came into the state of California. 

The Court: I think that is with relation to the 
action in Northern California. Your clients are, 
however, parties to this action. 

Mr. Burns: Yes, but we are enjoined from doing 
anything further but being parties defendant to 
this action, if your Honor please. 

The Court: And that is far as the request could 
go, or as far as your power could go, is in this con- 
solidated action. 

Mr. Burns: That is correct, vow Honor. But 
we are not seeking any relief here. 

Not to prolong these proceedings, we will enter 
no objection and will waive our rights and so tipu- 
late. 

The Court: Very well. 

Mr. Dal Sooy? 

Mr. Dal Sooy: I have nothing to add to that, 
your Honor. 

The Court: Ernest A. Tolin. 

Miss Martin: If I am correct, vour Honor, the 
defendants [20332] whom we represent are the 
recipients of the goodwill of this stipulation, if any. 
If the court were in a position to make some order 
along the lines of the stipulation, we would make 
no objection. 

The Court: The stipulation will have to be ap- 
proved by the court. 

Miss Martin: Your Honor has already said you 
do not feel you have jurisdiction to enter any order 
at this stage of the proceedings. Perhaps vou might 
think you would have if after some of these persons 
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had been served with a subpoena. I don’t know. In 
any event, I am instructed to say that we cannot 
enter into any stipulation. However, we do not 
object to an order to this effect, and we will make no 
objection to it if your Honor can enter an order. 

The Court: JI am satisfied that I cannot make an 
order adjudicating in advance any immunity at all. 
It is either a stipulation which will have the ap- 
proval of the court, as I see it, or the matter will 
just have to take its course. 

The position of the Government is that you de- 
cline to stipulate, then? 

Miss Martin: That is correct. However, as I 
have said, we seem to be, for our defendants, the 
recipients of whatever good can come from this 
stipulation. 

The Court: You are saying ‘‘no, but’? now. Can 
vou say “‘Nio”’ or “‘yes’’ without a “‘but’’ 920883) 

Miss Martin: These people are waiving their 
right to serve any of the defendants whom we repre- 
sent who have not previously been served in this 
action. 

The Court: I do not know who will be sub- 
poenaed here by the congressional committee. I do 
not know whether or not you can have any process 
or Will have any process, and original process, to 
serve. 

Miss Martin: I do not either, your Honor. I 
aml merely suggesting that it seems to me that it 
was not requisite to the aims of the congressional 
connnittee for the Government to enter into this 
stipulation in the stage of the suit now. 
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The Court: It would seem to me that it would 
be a requisite, or that there would be no stipulation. 

Mr. Fischbach ? 

Mr. Fischbach: Your Honor please, we cer- 
tainly desire the aequiescence of the Government to 
this proposal, and I think that the record here 
ought to reflect our view in that respect. If the 
Government intends to harass anybody who comes 
to this jurisdiction, why we might just as well know 
about it before being subjected to the onus of en- 
deavoring to protect anybody we bring here under 
process. It is just as clear as that. And if the 
Government desires to enter any opposition to this 
proposal, why that is perfeetly all right. We will 
deal with that as we have to. 

The Court: Have you completed vour statement, 
Miss [20334] Martin? 

Miss Martin: I think I should say this 

The Court: May I ask you this, Miss Martin: 
You are acting under instructions from Washing- 
ton? 

Miss Martin: Yes, from Mr. MacGuineas. 

The Court: From Mr. MacGuineas? 

Miss Martin: Yes. We have no objection but 
we cannot stipulate. 

However, if I follow Mr. Fischbach’s remarks, in 
so far as I know there is no one in this suit whoin 
the Government has been attempting to serve. 

Mr. Fischbach: Then why object? 

The Court: Why not consent 2 

Miss Martin: Why do you need a stipulation ? 
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Mr. Bishop: I think the record shows what he 
said. 

The Court: He needs a stipulation because the 
committee has a right to have hearings, they desire 
to subpoena people, the people whom they desire to 
subpoena probably desire to cooperate. In other 
words, they are confronted, on the one hand, with a 
possible contempt citation from Congress and, on 
the other, if they obey, being personally served 
with some kind of process in this very complex 
litigation which might ultimately make them liable 
to a personal judgment. 

Miss Martin: I may not follow this, your Honor, 
but it seems to me that we are representing the 
particular defendants [20335] who have to worry 
about being served by the other parties. 

The Court: That is up to vou. 

Miss Martin: Well, there vou are. How can 
anybody stipulate to that? 

The Court: I do not know who they are going 
to subpoena. 

Miss Martin: Well, those are my instructions. 

The Court: Verv well. 

Mr. Menzies? 

Mr. Meuzies: Your Honor, I will have to eom- 
municate with the home office, but I don’t anticipate 
any objection to it. 

The Court: How soon can vou communicate 
with them? 

Mr. Menzies: I can get an air mail letter off to 
them today. They will get it Monday, and T imagine 
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probably I would hear by Wednesday or Thursday. 

The Court: The matter should be disposed of 
today beeause I understand the committee desires 
to issue the subpoenaes and get under way in the 
hearings. 

fs that correct, Mr. Fischbaeh ? 

Mr. Fischbach: That is correct, vour Honor. 

And I might state, for the benefit of all counsel 
assembled here and the information of the court, 
that the business of the committee next week in 
Washington will be very seriously affected by what 
takes place here this morning. In other words, what 
takes place here this morning is largely [20336] 
going to govern the activity of the committee in the 
ensuing week or ten days. 

Miss Martin: I should like to ask, as to the 
official defendants whom we represent, the Home 
Loan Bank Board and all, if it isn’t possible for 
the committee to interview them in Washington. 

Mx. Fischbach: It is possible. So is it possible 
that we may require them here. 

The Court: How svon ean vou get an answer, 
Mr. Menzies? 

Mr. Menzies: Your Honor, it is practically 2:00 
o’cloek in New York. 

The Court: They are baek from lunch by now, 
then. 

Mia. Menzies: I am afraid that you don’t know 
Friday afternoon and the insurance men at lunch. 
They usually go to lunch and then it is a long week 
end from there on. Having spent a good many 
week ends in New York, J know what happens. 
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My. Fischbach: I might say, off the record, that 
what the gentleman is stating is possibly correct. 

Mr. Menzies: I can assure you, sir, it is. I have 
been there and suffered from it. 

The Court: Would it be possible for you to at- 
tempt to get some answer? 

Mr. Menzies: Yes, sir. 1 can attempt. 

The Court: You can go in and use the telephone 
in my secretary’s office and charge it to your 
number. [20337] 

Mr. Menzies: I will do better than that; I will 
charge it to the New York number. 

The Court: Very well. You may step into my 
secretary’s office. 

Linnell & Smith? 

Mr. Smith: Your Honor please, we are willing 
to join in the stipulation as variously stated. 

The Court: Mr. NeCasek ? 

Mr. NeCasek: Your Honor please, I am willing 
to join in the stipulation. The only thing that comes 
into my mind, some of these witnesses being sub- 
poenaed out here may enjoy the climate and will 
stay here for a long period of time, and I would 
just like to inqnire how long the immunity will last 
after they testify. 

The Court: They are under the subpoena, and 
Mr. Fischbach stated that he would file with the 
elerk of the court here the date of their release 
from the subpoena. 

May. NeCasek: The hearing may be coutinued 
from month to month. 

The Court: Well, im the event that anybody 
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feels aggrieved as to the stipulation, that can be 
taken up. We had one once before and somebody 
felt aggrieved and sought relief from it. 

Mr. NeCasek: That was the only thought I had 
in mind. I am willing to agree to the [20338] stipu- 
lation. 

The Court: I do not think anybody could stipu- 
late to the length of time, but if anyone wants 
to be relieved from the stipulation at any time he 
has his remedy. 

Mr. Fischbach: May I state, your Honor, that 
the committee will proceed with this matter with 
all dispatch. 

The Court: Very well. 

Mr. NeCasek: Regardless of whether or not the 
Government stipulates or whether the San Fran- 
cisco Bank does, I will so stipulate and be bound 
by it. 

The Court: I guess we have heard from all coun- 
sel here. We will have a few moments recess, and 
perhaps Miss Martin and Mr. Bishop would like to 
have a consultation, either with their clients or 
somebody, because apparently they are the only 
two not in accord with it. I would not feel that 
there was a stipulation unless it was signed by each 
of them. 

Miss Martin: I will be glad to call Washington, 
if your Honor please, and report as soon as possible. 

In addition to that there is a little criminal matter 
here, which I would like to ask that we take care of 
before vour Honor recesses. 
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The Court: I am not going to recess; it will Just 
be the morning recess. 

Miss Martin: Then may we come back on the 
calendar so that I may take up another matter? 

The Court: Mr. Bishop, how long will you want? 
Twenty [20339] minutes? 

Mr. Bishop: Your Honor, I think this should 
be of record so that there is no uncertainty about 
it and so that there is no question about my own per- 
sonal views in the matter, and if the time can be 
taken so that I can see what the proposed stipula- 
tion really says of record I will be glad to call gen- 
eral counsel and see if he has other suggestions or 
desires. 

The Court: Do you have a proposed form of 
stipulation with you, Mr. Fischbach? 

Mr. Fischbach: No, I have no proposed form 
of stipulation, but I should think it is perfectly 
clear, or it should be perfectly clear to Mr. Bishop 
and everybody else, that there is a great deal of 
benefit that flows to his chent, whether his client 
is the San Francisco Bank or the directors of the 
San Francisco Bank, past or present or future, at 
least future as to the extent of the business of the 
comunittee in the state of California. And it is 
rather surprising, and I think somewhat significant, 
that the Bank as represented by counsel in this 
matter seek not to avail themselves of a situation 
as is before the court. However, Mr. Bishop’s 
views on that I think could be clarified if I might 
have the permission of the court to do so and I 
would like to talk with him for five minutes during 
the recess. 


us. Ronald Walker, ete. 175 


The Court: This matter will be in recess, say, 
for 30 minutes. [20340] 


(Short recess.) 


The Court: This matter was recessed in order 
to give Miss Martin an opportunity for contempla- 
tion, deliberation or consultation with Mr. Bishop. 

Miss Martin? 

Miss Martin: I didn’t devote all my time to con- 
sultation with Mr. Bishop. It was my understand- 
ing that your Honor wanted ine to again check with 
Mr. MacGuineas on this matter. 

The Court: Yes. 

Miss Martin: And that is what I did. 

IT had some little difficulty getting him on the 
phone. That is why I was delayed. But I relayed 
to him what has gone on in court this morning, and 
my previous statement of the Government’s posi- 
tion, and he advised me that that is correct and 
that I am to say that the Government feels—not 
the Government feels—the Government cannot stip- 
ulate as requested here. The Government has no 
interest in this suit in the matter and sees no reason 
to stipulate. We do not object to the plaintiffs 
waiving anything they care to waive, and if that 
serves the purpose that will be fine. 

The Court: Thank you. 

Mr. Bishop ? 

Mr. Bishop: [I checked the record with Mr. 
Wahlberg and following up all statements pre- 
viously made, and not believing that it would be of 
any valid force or effect [20341] 
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The Court: I did not hear you. Not believing 
what? 

Mr. Bishop: That the stipulation will be of any 
valid force or effect as far as conferring any im- 
munity towards anyone, I am willing to state so 
that there is no possible accnsation that there is 
obstruction on the part of our client in this matter 
from any source. 

If I understand the stipulation, this is what I 
believe it to be, and J am offering, and will so stipu- 
late on behalf of the clients that I represent. We are 
willing to stipulate that we will not serve or attempt 
to serve any process 1n connection with the matters 
involved within the framework of these consolidated 
actions on any person not a resident of the state 
of California who is under subpoena to appear be- 
fore the congressional committee in California, and 
that in so far as this stipulation is concerned, we 
cannot and will not attempt to be relieved from the 
stipulation by any attack on the validity of any 
subpoena served by the committee on any person not 
a resident of California. But this stipulation shall 
not constitute a waiver for an appearance by our 
clients, special or general or in any respect, nor 
shall it be a waiver of any right of any of our 
chents to personally challenge the sufficiency in any 
respect of any congressional subpoena served on 
them in any other respect than within the confines 
of this stipulation. 

T want my stipulation to be further followed up 
by quoting, as I understand it from the record, the 
court’s own [20342] language: 
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‘If anybody has any notion that I am now 
giving consideration to whether or not a sub- 
poena is validly issued or whatever a person’s 
rights may be in connection with or in resist- 
ance to a subpoena issued by a congressional 
committee, they are under a complete misappre- 
hension. The suggestion does not concern that 
at all. [t only concerns the service of process in 
this litigation.”’ 


The Court: Mr. Fischbach ? 

Myr. Fischbach: I think Mr. Bishop’s position is 
perfectly satisfactory to the committee. 

The Court: Very well. 

Mr. Fischbach: J understand from the statement 
that he will refrain and his clients will refrain from 
initiating or attempting the service of process upon 
anybody called by the committee. 

The Court: It seems to me as though everybody 
has agreed except the official defendants, repre- 
sented by the United States Attorney, acting under 
instructions from Mr. MacGuineas, who is an assist- 
ant or special assistant or attorney in the Depart- 
ment of Justice in Washington. 

J think that perhaps while all counsel are here 
and available, in order that there may be no mis- 
understanding in [20343] view of the ideas that 
have been developed here, that it would be best to 
form the stipulation and have everybody sign it and 
have me approve it. I am willing to take whatever 
of my time is necessary. [ suppose somebody ought 
to dictate it. Do you have, Mr. Fischbach, a formal- 
ized stipulation ? 
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Mr. Fischbach: Your Honor please, that whieh 
IT have prepared is in a different form than in a 
stipulation. I would be glad, however, to undertake 
now to dictate a stipulation, if I could have the 
assistance of counsel in formulating it. 

The Court: Suppose I just declare a recess here. 
I see the young lady from Mr. Chapman’s offiee is 
available. 

Mr. Menzies: Your Honor? 

The Conrt: Yes, Mr. Menzies. Pardon me. You 
were to call New York. 

Mr. Menzies: JI was unable to get our chief 
counsel, vour Honor. He had gone for the week end. 
I told your Honor, while we were in there on the 
telephone, that I would recommend that they join 
in the stipulation. We are not mad at anybody, and 
we are not trying to serve process on anybody that 
IT know of. I know not what is in Mr. Laughlin’s 
mind. I will be unable to get him until Monday at 
the earliest. 

The Court: Well, I think perhaps we ean pro- 
eeed with the formulation of the stipulation. 

My. Menzies: I have no objection to the wording 
of it. [20344] These gentlemen, who seem to think 
that there is something that might materially affect 
their rights, if they are satisfied with it I have no 
quarrel with their ideas. 

The Court: If counsel could all remain here T 
will just declare a recess and you ean start dictating 
it and have the benefit of my typewriter and the 
benefit of my secretary's office. 
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Mr. Menzies: May I be exeused then, your 
Honor ? 

The Court: I think perhaps everybody who is 
here ought to remain here until it is formulated and 
written so that there will be no misunderstanding. 

Mr. Menzies: I am sure I have nothing to add 
or subtract to that stipulation whatever, as long as 
it is within the outlines as set forth here. 

The Court: Will you be available at your office 
this afternoon? 

My. Menzies: For a short period of time only. 

The Court: It looks to me like you acquired a 
‘*New York habit.” 

Mr. Menzies: No, your Honor. I will tell you 
very frankly, the pheasant season opens in the 
morning, and if it hadn’t been for the clerk’s tele- 
gram I wouldn’t have been here today. 

The Court: May I suggest this, then, that before 
you leave your office for the day you communicate 
here so that we [20345] can see if the stipulation 
is ready. It should not be long. 

Mr. Menzies: Certainly. 

The Cowt: Is there any counsel who object to 
remaining here while we endeavor to formulate this 
stipulation ? 

Mr. Burns: If your Honor please, I don’t think 
we would have any quarrel with any language sug- 
gested by other counsel. I do have another appoint- 
ment. I could be available later this afternoon, 
however. 

The Court: In view of your plain and simple 
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and very understandable statement that you waive 
and consent, it seems to me that that perhaps might 
be all right. Could you telephone here later? 

Mr. Burns: Yes, your Honor. 

The Court: When will you be available, Mr. 
Burns? 

Mr. Burns: Anytime after 1:30. 

The Court: Anytime after 1:30? 

Mr. Burns: That is right. 

The Court: Would you be available in the mean- 
time on the telephone? 

Mr. Burns: Yes, sir. 

The Court: Very well. If you will leave your 
telephone number with somebody here so they can 
reach you. 

Is there anybody clse who cannot wait here to 
get this done? 

Mr. Gregory: If the court please, I was asked 
during the [20346] recess if I would give the court 
assurances that the officers and directors of the Long 
Beach Federal would not initiate any service on the 
folks who might he required to come to the state. 
I want to so assure the court now. 

The Court: You are not a personal party to this 
proceeding, are you? 

Mr. Gregory: No, if the court please, I am not. 
I do not know why the assurance might be required, 
but martes lew cive it. 

Mr. Chapman: I want to join in that. J am 
attorney for the Association. 

The Court: Perhaps at the bottom of this stipu- 
lation you can put a separate paragraph and then 
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sign it, something to the effect, not being personal 
parties to the proceedings, we nevertheless agree, 
ete. 

Mr. Chapman: That can be done. 

Mr. Fischbach: I think that would be helpful. 

The Court: Very well. 

Miss Martin: Your Honor, there is one little 
piece of unfinished business here that I would like 
to bring up. 

At the time of the hearing on the special! master’s 
petition for fees in connection with the discovery 
proceedings, your Honor asked Mr. Fitting a ques- 
tion as to whether or not the Government would 
consent that the discovery proceedings proceed with- 
out the presence of the special master in accord- 
ance [20347] with the original demands for the in- 
spection by the plaintiffs, and he asked for instruc- 
tions on that from Washington. 

The Court: J had understood before the hearing 
concluded that they declined. 

Miss Martin: Well, he was under the impression 
that your Honor wanted some sort of answer on 
that, so he asked for it. 

Now of course vour Honor’s order is filed and 
you may not care to know the answer, 

The Court: Well, yes, I would. If this litigation 
ean be relieved from the burden of the expense of 
a special master, I shall make an order now 

Miss Martin: No. 

The Court: vacating the assignment of the 
special master and let the discovery proceedings go 


182 John H. Fahey, et al., 


ahead as demanded by the parties who are seeking 
discovery. 

Miss Martin: All I can do at this time would 
be to state the Government’s position in response 
to your inquiry, and I will be happy to do that if 
you care at this time to hear it. 

The Court: Yes. What is it? 

Miss Martin: Well, the Government takes the 
position that the discovery proceedings is directed 
against the San Francisco Bank and not against the 
official defendants, and our only concern in them 
has been, and is now, that the confidential [20348] 
Governments which may be located in the bank’s 
premises in connection with the duties of supervi- 
sory agents be protected from the disclosure in ac- 
cordance with the claim of privilege which we have 
previously asserted in the ease. 

The Court: That is no answer at all. 

Miss Martin: In addition, the Government says 
that we are not quite sure what was within the scope 
of your Honor’s question, but that if it meant that 
the Government was to waive jurisdiction to object 
to the allowance of master’s fees, or to object to 
the appointment of a special master for the discov- 
ery proceedings, or to claim the privilege as to ¢on- 
fidential Government documents, or to waive the 
right to appeal from any order allowing fees to the 
special master, the Government could not of course 
object to that. 

The Court: J did not ask them that question. I 
just asked whether or not they wanted to let the 
discovery proceed as requested by the parties with- 
out a special master. 
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Miss Martin: The Government takes the position 
that the presence of the special master has not been 
necessary because of any position taken by the Gov- 
ernment. On the contrary, it is the view that the 
Long Beach plaintiffs are responsible for the ap- 
pointment of a special master and that they have 
caused the discovery proceedings to be needlessly 
extended with the consequent unjustified expense. 

If there is some procedure which might be worked 
out to [20349] save that expense, why the Govern- 
ment would certainly co-operate with the San Fran- 
cisco Bank to that end. 

The Court: There is a procedure that can be 
worked out, and that is, to vacate the order refer- 
ring it to a special master and let the parties seek- 
ing discovery proceed with their discovery in the 
offices and premises of the bank or wherever they 
might be. 

You will remember there was also discovery in 
connection with the taking of Mr. Fahey’s deposi- 
tion, of documents which were partially submitted 
as records of the Home Loan Bank Board. The 
parties seeking discovery, I have held, are entitled 
to it. Now if the Government is serious about want- 
ing to save expenses here, I will just vacate the 
order upon the Government’s motion and let the 
discovery proceed. 

Miss Martin: Weill, your Honor, you see, our 
position is that the discovery is the motion of the 
plaintiffs as against the San Francisco Bank and 
our interest in it 1s very narrow, as I outlined a 
moment ago. 
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The Court: I do not recall that that is correct. 
It started out as discovery in that connection, but 
if IT remember, Mr. MacGuineas stated that he would 
make available, in this courtroom at that lectern 
that he would make available, for discovery the 
official files and records of the Home Loan Bank 
Board as they may appear to be pertinent in con- 
nection with the discovery; that he would have avail- 
able in this district for [20350] examination of the 
parties—I think Mr. Works was here, were you not, 
on that day? 

Mr. Works: Iam not sure, your Honor. I think 
not. 

The Court: that he would make available in 
this district the records and files that were in Wash- 
ington; that he would see that records and files that 
were in this state, either in San Francisco or Los 
Angeles, would not be taken from the state, even 
though they might be deemed part of the official 
files and records of the Home Loan Bank Board. 

So T am a little bit puzzled at the position taken. 

Miss Martin: Well, I do not follow your Honor 
in all of that, because I have not been in the dis- 
covery proceedings, and it was not my knowledge 


that any attempt to inspect the Home Loan Bank 
Board’s records in Washington has been initiated 
here. 

The Court: Demands were made in connection 
with the deposition of Mr. Fahey. Is that not cor- 
rect? 

Mr. Westover: That is correct. 

Mr. Chapman: Yes. 
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The Court: Demand was made for documents. 

Miss Martin: I presume then that this matter 
which I am discussing this morning is limited to 
the inspection, not dealing with the deposition of 
Mr. Fahey. I can’t say as to that. I don’t know. 
But the inspection of documents which has been 
going on pertains to the San Francisco Bank rec- 
ords. [20351] 

The Court: I do not presume anything. You 
were making the statement as instructed by Mr. 
MacGuineas and your statement speaks for itself. 

Miss Martin: Yes, six. 

The Court: So does the order of the court, so do 
the past records and files and statements of Mr. 
MacGuineas in connection with these proceedings. 
In the event that the Government deems it advisable 
to move for a vacation of the order of reference 
to the special master, it may be noticed and will be 
heard. 

Miss Martin: 1 would take it that we do not 
feel that that is our position to make that move, 
your Honor, but nevertheless I shall report. 

The Court: You just stated that you wanted to 
avoid the expense of the special master. 

Miss Martin: [I will be glad to report your 
Honor’s suggestion. 

The Court: It is not a suggestion. I am not 
suggesting anything. 

Miss Martin: All right. I won't call it that. 

Mr. Westover: Your Honor please, I would like 
to state for the record 
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The Court: Let us not get to resenting and 
challenging this morning. 

Mr. Westover: Not at all, except that the plain- 
tiffs [20352] would simply like to have the record 
show that we do not consider the expense of the 
special master was at our request. 

The Court: It will be deemed that any state- 
ments made by Miss Martin have been challenged 
and contradicted and not consented to and nothing 
has been waived by anybody because they have stood 
silently by and listened and not challenged or re- 
sented anything. 

Very well. We will be in recess and I will be 
available here. 


(At this point a recess was taken.) 


The Court: Mr. Fischbach? 

Mr. Fischbach: May it please the court, on be- 
half of the sub-committee which I have the honor 
to represent, I want to extend my thanks to the 
court for its graciousness in using its good offices to 
bring this stipulation into being, and the Chairman 
of the Committee would lke very much to address 
the court and express his views to the court. 

The Court: Well, I have a rule that no court 
should ever be thanked. I shall do what I think is 
right and not for the purpose of getting any appre- 
ciation. If the Chairman of the Committee is here 
and would like to make a statement that is all right. 

IT see that I have here a stipulation in the con- 
solidated actions which is signed by all of the parties 
who have appeared except the United States Attor- 
ney and Frank G. Makepeace. [20353] 
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Mr. Chapman: Your Honor, I telephoned Mr. 
Makepeaee and he informed me that because he 
represented one of the intervenors for a rather 
minor amount, he didn’t think he had to attend 
these subsequent sessions, but that he would be glad 
to sign the stipulation. 

The Court: Is it an intervention hke the 400 
pieees of property that came in? 

Mr. Chapman: That is the situation, your Honor. 
There was one that was not in any of the aeeount- 
ings of Mr. Ammann, and we had no way of finding 
out its existence until after we were restored, and 
Mr. Makepeace brought eertain documents to us, 
and we told him we couldn’t honor them. He then 
intervened and his complaint in intervention has 
been permitted. 

The Court: Everyone understands that in addi- 
tion to all counsel who have appeared here, that 
there have been approximately, as I reeall, 400 in- 
ventions in this case, that I have regarded, and all 
of the parties have regarded, them as not coneerned 
with the ultimate outcome, and Mr. Makepeace rep- 
resents a party such as those many interventions? 

Mr. Chapman: That is correct, your Honor. Now 
he has not yet obtained his relief, as the others did 
obtain theirs. He did say, however—my offices are 
at Long Beach just a block or so away—if I would 
bring him a copy of the stipulation he will sign it 
and I can return it to the court. [20354] 

The Court: I see that it is also not signed by 
Mr. Menzies. I suggested that somebody telephone 
Mr. Menzies. Did they? 
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Mr. Bishop: In accordance with the court’s re- 
quest I ealled, and he had just left the office for the 
day for duck hunting. 

The Court: Very well. 

Mr. Fischbach, you have observed the terms of 
the order? 

Mr. Fischbach: I have, sir. 

The Court: Is there any objection to it? 

Mr. Fischbach: None whatever. I think it is a 
very salutory requirement. 

The Court: Very well. I understand the Chair- 
man of the Committee wished to say something? 

Mr. Fischbach: The Chairman of the Committee 
is present and would like to address the court. 

The Court: My. Holifield. 

Mr. Holifield: Your Honor, as Chairman of the 
Sub-Committee of the House Committe on Execu- 
tive Expenditures, charged with the responsibility 
of assisting in trying to solve this long-standing 
case, I wish to express my appreciation for the 
cooperation which our sub-committee counsel has 
received this morning from all of those assembled, 
and to pledge to the court that the actions of our 
sub-committee will be expeditious, will be direeted 
toward the best interests [20355] of the publie 
welfare. 

The Court: Thank you. 

Miss Martin, have you seen a copy of this? Have 
you seen the original of the stipulation? 

Miss Martin: Yes. I have a copy, your Honor. 

The Court: You have a copy? 

Miss Martin: Yes. 
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The Court: Will you sign this stipulation? 

Miss Martin: No. As I understand my instruc- 
tions, we are not to enter into this stipulation. 

The Court: Very well. 

Mr. Chapman: I wonder if anything to that ef- 
fect would appear on the stipulation. It seems to me 
that it is necessary for a transcript or abstract of a 
transcript to show this refusal. 

The Court: The proceedings are reflected and 
will be attached to this. The first paragraph of the 
stipulation is that on the 17th day of November, 
1950, proceedings transpired which are reflected in 
a reporter’s transcript thereof to be attached hereto, 
which transcript, among other things, reflects the 
appearances. 

Mey Chapman: Fine. 

The Court: Now is there any objection that the 
reporter shall transcribe this in the regular course 
of business and attach it to this original order from 
the Government? [20356] 

Miss Martin: There is no objection to that, your 
Honor. 

The Court: Or from anybody? (No response.) 

Very well. I shall sign the stipulation. The 
original will be filed. 

You say there is a duplicate original ? 

The Clerk: Yes, your Honor, signed by all the 
same parties. 

Mr. Chapman: I would like the permission of 
the court to take the dupheate original to Long 
Beach and have it signed by Mr. Makepeace and 
return it to the clerk after such signature. 
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The Court: Is there any objection? (No re- 
sponse. ) 

Very well. Is there anything further? (No re- 
sponse.) 

Court is adjourned. 


(Whereupon, at 2:10 o’clock p.m., court was 
adjourned.) [20357] 
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DEFENDANTS’ OBJECTIONS TO PROPOSED 
FINDINGS OF FACT, CONCLUSIONS OF 
LAW, AND ORDER RE ACCOUNTING OF 
A. V. AMMANN AS CONSERVATOR 


Come Now the defendants, the Home Loan Bank 
Board, William K. Divers, Chairman; J. Alston 
Adams, member, and O. K. LaRoque, member, of 
the Home Loan Bank Board, A. V. Ammann, 
George K. Bramley, and the Federal [20359] 
Savings and Loan Insurance Corporation, and with- 
out waiving their objections to the jurisdiction of 
this Court over their persons or any other objec- 
tions, but specifically reserving and asserting the 
same, file this, their objections to the proposed 
Findings of Fact, Conclusions of Law and proposed 
Order requiring information omitted from account- 
ing of A. V. Ammann as removee conservator, and 
hereby designate their disapproval as to the form 
thereof, upon the following grounds and in the fol- 
lowing particulars: 

Said proposed Findings and Order were served 
on the defendants by mail and received November 
20, 1950, without opportunity for the defendants to 
disapprove as to form or acknowledge receipt of 
same as required by local Rule 7(a) of the United 
States District Court, and defendants therefore file 
their objections within five (5) days of the receipt 
of said proposed Findings and Order. 

The only Order which the Court indicated it in- 
tended to make on the hearing of this matter was 
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the Order that two additional items of information 
be included in the accounting. Therefore, any pro- 
posed findings which are unnecessary to such an 
Order are irrelevant and immaterial, and defend- 
ants object generally to the Findings on those 
grounds. 


Objections to Findings of Fact 


Referring to Findings 1, 2 and 3, defendants 
assert that it would be sufficient in a recital to state 
that whereas the Court made the Order of Janu- 
ary 24, 1948, pursuant to Resolution No. 388 and 
the Interim Order of February 10, 1950. 

Referring to Findings 4 and 5, they are irrelevant 
and unnecessary to the Order which the Court in- 
tends to make. It is unnecessary to make any find- 
ings as to the disputes between the parties as to the 
information to be given; the only finding required 
is that of the necessity for the additional informa- 
tion which the Court is ordering. That portion of 
Finging 5 on Page 4, Lines 22 to 28, in so far as 
it incorporates Exhibit A might be requisite. The 
inference in Lines 28 to 32, Page 4, Finding 5, that 
there is an issue of disclosure or lack of disclosure 
is incorrect factually and unnecessary and [20360] 
prejudicial. 

Referring to Finding 6, the Court might wish to 
include it as a recital but certainly not as a finding, 
and it appears unnecessary in any event. 

Referring to Finding 7, it is objected to on the 
same grounds as I"indings 4 and 5. 

Referring to Finding 9, it is plainly self-serving 
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to plaintiffs, irrelevant, immaterial and appears, like 
mauy of the other findings, to be in support of some 
argument on the part of plaintiffs that everything 
they do is perfect, and everything defendants do is 
objectionable. That attitude appears sufficiently in 
the transcripts of the record and defendants doubt 
that the Court will want it to be included in any 
Findings or Order which the Court signs. 

Referring to Findings 10, 11 and 12, defendants 
object to Findings 10 and 11 as irrelevant and assert 
that Finding 12 is the only one which seems relevant 
to the Court’s Order. 

Referring to Finding 13, defendants elaim said 
finding is irrelevant since defendants do not believe 
the Court intends to order the Federal Bureau of 
Investigation to put seven accountants at work or 
to order said Federal Bureau of Investigation in- 
vestigators to complete said accounting within any 
stated time. The transcript of the record shows what 
statements and opinions were made by Mr. Myerson 
of the Federal Bureau of Investigation as to the 
number of accountants, the time it would take, and 
the number who would promptly be assigned to the 
work. Such matters are not requisite to the Court’s 
Order. If the Court desires any of the statements 
made in Court to appear in the pleadings they could 
be included as recitals, rather than in the Findings 
or Order proper. 

Referring to Findings 14, 15, 16, 17, 18, 19 and 
20, defendants object that they are irrelevant and 
immaterial to the Order of the Court, and appear 
in part to be the contentions of plaintiffs which 
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remain for issues at the trial of the action and upon 
which the Court certainly should not at this time 
make any finding. Specifically as to Finding 15, it 
does not appear necessary to recite such Orders; 
they are irrelevant to the present Order, [20361] 
and we object to the Court making any finding at 
this time regarding finality of previous Orders, their 
res judicata, ete. 

Referring to Finding 21, defendants claim that 
said finding is not true. 


Objections to Conclusions of Law 


Referring to Conclusion No. 1, defendants claim 
it is unnecessary in this Order, the Court having 
previously ordered an accounting. 

Referring to Conclusion No. 2, defendants object 
specifically to Lines 7 to 9. 


Objections to Order 


Referring to Paragraph 1 of the Order, defend- 
aunts suggest that at Lines 5 to 7 the wording be 
changed to read ‘‘in addition to the information 
previously ordered’’ rather than ‘all of the infor- 
mation requested.’’ Defendants move that the words 
at Lines 13 to 15 ‘‘need not now at this time’”’ be 
deleted, it being apparent that plaintiffs have in- 
serted those words with the hope that they can at 
same future time get the Court to make a further 
Order. 

Referring to Paragraph 2 of the Order, defend- 
ants assert that the Court did not intend to make 
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any order that the Federal Bureau of Investigation 

complete the accounting within any stated time. 
Referring to Paragraph 4 of the Order, the de- 

fendants object to same and assert that they doubt 

whether the Court intends to make any such order 

as to the finality of orders, that being a question of 

law not at issue [20862] as yet in this particular. 
Dated: November 22, 1950. 


ERNEST A. TOLIN, 
United States Attorney. 


CLYDE C. DOWNING, 
Assistant U.S. Attorney, 
Chief of Civil Division. 
/s/ ARLINE MARTIN, 
Assistant U. 8. Attorney, 
Attorneys for Defendants. 
Affidavit of Service by Mail attached. 


[Endorsed]: Filed November 22, 1950. [20363] 


[Title of District Court and Cause. ] 
NOTICE OF APPEAL 


Notice Is Hereby Given that defendants, cross- 
defendants, third-party defendants, and defendants 
in intervention, as the case may be; Home Loan 
Bank Board, William K. Divers, Chairman: J. 
Alston Adams, Member, and O. Kk. LaRoque, Mem- 
ber, of the Home Loan Bank Board; the Federal 
Savings and Loan Insurance Corporation, John H. 
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Fahey, A. V. Ammann, and George K. Bramley, 
hereby appeal to the Court of Appeals for the 
Ninth Circuit from the ‘‘Order for Partial Interim 
Allowance of Fees to Special Master,’’ dated No- 
vember 9, 1950, and filed in the above-captioned 
actions on November 9, 1950. [20259] 


Dated: November 28th, 1950. 


ERNEST A. TOLIN, 
United States Attorney, 


CLYDE'C. DOWNING, and 
ARLINE MARTIN, 
Assistant U. 8. Attorneys, 


By /s/ ARLINE MARTIN, 

Attorneys for Home Loan Bank Board, Wiliam Kk. 
Divers, Chairman; J. Alston Adams, Member, 
and O. K. LaRoque, Member, of the Home Loan 
Bank Board; the Federal Savings and Loan 
Insurance Corporation, John H. Fahey, A. V. 
Ammann and George K. Bramley. 


Affidavit of Service by Mail attached. 
[Endorsed]: Filed November 28, 1950. [20260] 


[Title of District Court and Canse.] 


NOTICE OF APPEAL 


Notice is hereby given that Federal Home Loan 
Bank of San Francisco, sometimes referred to in 
this consolidated action as Federal Home Loan 
Bank of Portland, Defendant, Cross-defendant, and 
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Third Party Defendant above named, hereby ap- 
peals to the United States Court of Appeals for the 
Ninth [20264] Circuit from the Order for Partial 
Interim Allowance of Fees to Special Master dated 
and filed in the above-captioned actions on No- 
vember 9, 1950. 


Dated: November 27, 1950. 
/s/ VERN DUSENBERY, 
/s/ PHILIP HO ANGELL, 
{S/n ING GS BiSsriOr: 


/s/ SYLVESTER HOFFMAN, 
Attorneys for Defendant, Cross-Defendant and 
Third Party Defendant Federal Home Loan 
Bank of San Francisco. 


[Endorsed]: Filed December 8, 1950. [20265] 


[Title of District Court and Cause.] 


DESIGNATION OF CONTENTS OF RECORD 
ON APPEAL TOGETHER WITH JOINDER 
THEREIN BY OFFICIAL DEFENDANTS 


Appellant Federal Home Loan Bank of San 
Francisco hereby designates to be contained in the 
record on appeal to the United States Court of 
Appeals for the Ninth Circuit, from the Order for 
Partial Interim Allowance of Fees to Special 
Master dated and filed in the above-captioned action 
on [20268] November 9, 1950, all of the record. pro- 
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ceedings and evidence in the above-captioned con- 
solidated, related and enjoined causes. 


Dated: November 27, 1950. 
/s/ VERNE DUSENBERY, 
¥s7 PHILIP H. ANGEL 
/s/ IRVING G. BISHOP, 


/s/ SYLVESTER HOFFMAN, 
Attorneys for Defendant, Cross-Defendant and 
Third Party Defendant Federal Home Loan 
Bank of San Franciseo. [20269] 


Joinder of Appellant, Home Loan Bank Board, 
et al., in ‘‘Designation of Contents of Record 
on Appeal’’ of the Federal Home Loan Bank 
of San Francisco Hereinbefore Set Forth 


Appellants, Home Loan Bank Board, an agency 
of the Executive Branch of the Government of the 
United States, William K. Divers, Chairman, and 
J. Alston Adams and QO. Ix. LaRoque, members of 
the Home Loan Bank Board; the Federal Savings 
and Loan Insurance Corporation, a corporate in- 
strumentality of the United States, wholly owned by 
the United States; John H. Fahey, A. V. Ammann 
and George K. Bramley hereby join in the ‘ Desig- 
nation of Contents of Record on Appeal’’ herein- 
before set forth and adopt such ‘‘ Designation of 
Contents of Record on Appeal”’ in all respects the 
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saine as if said defendants had filed a separate 
designation. 


Dated: December 1, 1950. 


ERNEST A. TOLIN, 
United States Attorney, 


CLYDE C. DOWNING, and 
ARLINE MARTIN, 
Assistant U. 8. Attorneys, 


By /s/ ARLINE MARTIN, 

Attorneys for Appellants Home Loan Bank Board, 
Wm. K. Divers, J. Alston Adams, O. K. La- 
Roque, Federal Savings and Loan Insurance 
Corporation, John H. Fahey, A. V. Ammann 
and George K. Bramley. [20270] 


Receipt of a copy of the within Designation of 
Contents of Record on Appeal is hereby acknowl- 
edged this 8th day of December, 1950, at the hour of 
2:40 o’clock p.m. of said day. 


/s/ RONALD WALKER. 
[Endorsed]: Filed December 11, 1950. [20271] 


[Title of District Court and Cause. ] 


MOTION AND ORDER FOR ADDITIONAL 
TIME TO DESIGNATE CONTENTS OF 
RECORD ON APPEAL 


Motion 
Come Now the Plaintiffs, Mallonee, et al., and 
make their Motion that this Honorable Court con- 
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tinue the time for designation of contents of record 
on Appeal, to and including January 15, 1991. 

This Motion is made on affidavit of counsel at- 
tached hereto and upon the files and records and 
records of proceedings heretofore had in this 
case, [20275] 


Dated: December 18th, 1950. 
WESTOVER & SMITH, 


By /s/ STEADMAN G. SMITH, 
Attorneys for Plaintiffs, Mallonee, et al., the Share- 
holder Members Protective Committee of the 
Long Beach Federal Savings and Loan Asso- 
ciation. 


Order 


Good Cause Appearing Therefor, It Is Ordered 
that all Appellees in the ahove-entitled matter be 
granted up to and including January 15, 1951, 
within which time to make designations of contents 
of record on appeal in the Order for Partial In- 
terim Allowance for Fees to Special Master, dated 
and entered herein on November 9, 1950, in the 
above-entitled matter. 


Dated this 18th day of December, 1950. 


/s/ PELRSON M. HALL, 
Judge. [20276] 
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AFFIDAVIT FOR ADDITIONAL TIME TO 
DESIGNATE CONTENTS OF RECORD ON 
APPEAL 


State of California, 
County of Los Angeles—ss. 


Steadman G. Smith, being first duly sworn, de- 

poses and says: 
it, 

That he now is, and at all times since February 
1, 1945, has been, a member of the law firm of 
Westover & Smith, who now appear as attorneys 
of record for The Shareholder Members Protective 
Committee of the Long Beach Federal Savings and 
Loan Association; that [20277] affiant now is, and 
at all times herein mentioned has been, a member 
of the State Bar of California, admitfed to prac- 
tice in all Courts of this State and in the District 
Court of the United States for the Southern Dis- 
trict of California, Central Division: 


I. 

That during the period of time Westover & Smith 
have represented said Committee, the vast majority 
of the work has been performed by Wvckoff West- 
over, the other member of said firm of Westover & 
Smith, and that affiant has not been active in the 
litigation with regard to which said Appeal has 
been taken; 

TE, 
That Wyckoff Westover has for the past few 
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weeks been out of the City of Los Angeles on an 
extended and necessary business trip to the City of 
Washington, D. C., in attendance before certain 
United States Government investigating committees 
with regard to the above-entitled matter, and in 
performance of other duties concerning said liti- 
gation ; 
Ne 
That Wyckoff Westover left Los Angeles Novem- 
ber 25, 1950, going to Washington, D. C., and is not 
expected to return to this city until late this week, 
or early the following week; 


Ve 
That at the present time there is no one available 
in the City of Los Angeles who can determine what 
additional matters, if any, should be designated 
from the United States District Court record of 
the above-entitled matter ; 


VI. 

That on November 29, 1950, and on December 9, 
1950, Notices of Appeal were received by mail by 
the office of Westover & Sinith, directing their ap- 
peal to the Order for Partial Interim Allowance of 
Fees to the Special Master, dated November 9, 1950, 
and filed in [20278] the above-entitled matter, on 
November 9, 1950. 


Dated: This 18th day of December, 1950. 
/sf STEADMAN G, SMITH. 
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Subscribed and sworn to before me, this 18th day 
of December, 1950. 


[Seal] /s/ GLENN L. SEAVEY, 
Notary Public in and for the State of California, 
County of Los Angeles. 


My commission expires April 3, 1951. 


[Endorsed]: Filed December 19, 1950. [20279] 


[ Title of District Court and Cause. ] 


ORDER EXTENDING TIME FOR FILING 
RECORD AND DOCKETING APPEAL RE 
SPECIAL MASTER’S PARTIAL INTERIM 
FEE ALLOWANCE 


It appearing that the original forty days for filing 
the record and docketing the appeal in the below 
appeal with the Court of Appeals will expire on 
January 8, 1951, and it further appearing that the 
Clerk of this Court will not be able to file such 
record within such time: 

It Is Hereby Ordered that the time for filing the 
record and docketing the appeal with the Court of 
Appeals for the Ninth Circuit in the appeal of the 
Federal Home Loan Bank of San Francisco and of 
the Home Loan Bank Board, et al., from the ‘‘Order 
for Partial Interim Allowance of Fees to Special 
Master,’’ dated November 9th, 1950, and filed in the 
above-captioned actions on [20280] November 9, 
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1950, is extended to and including February 27, 
1951. 


Dated: This 8th day of January, 1951. 
/s/ PEIRSON M. HALL, 
District Judge. 


[Endorsed]: Filed January 9, 1951. [20281] 


[Title of District Court and Cause. ] 


DESIGNATION BY APPELLEES OF ADDI- 
TIONAL PORTIONS OF RECORD ON 
APPEAL [20282] 


Appellees: 


1. Mallonee, Bucklin and Fergus, Share- 
holder Members Protective Committee of Long 
Beach Federal Savings and Loan Association, 
Plaintiffs ; and 

2. Long Beach Federal Savings and Loan 
Association, Cross-Claimant and Third-Party 
Plaintiff: 


(in all appellees’ capacities, individual, representa- 
tive or otherwise), hereby designate to be contained 
in the record on appeal to the Court of Appeals for 
the Ninth Cireuit, on the appeal heretofore taken 
joni 
A. Appellants, Home Loan Bank Board, 
Federal Savings and Loan Insurance Corpora- 
tion, and William K. Divers, J. Alston Adams, 
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O. K. LaRoque, John H. Fahey, A. V. Am- 
mann and George K. Bramley, individually and 
in their respective representative and official 
capacities, on or about November 28, 1950, and 

B. Appellant, Home Loan Bank of San 
Francisco, sometimes referred to as the Fed- 
eral Home Loan Bank of Portland, on or about 
Deeemher 8, 1950, 


from the order for Partial Interim Allowance of 
Fees to Special Master, dated and filed in the above- 
eaptioned actions on November 9, 1950, all of the 
records, proceedings and evidence filed, transcripts, 
exhibits and al) other documents to the above- 
captioned consolidated, related and enjoined causes, 
meluding all matters therein from the commence- 
ment thereof to the date of this further [20283] 
designation. 


Dated this 15th day of January, 1951. 
WESTOVER & SMITH, 


By /s/ WYCKOFF WESTOVER, 
Attorney for Mallonee, Bucklin and Fergus, Share- 
holder Members Protective Committee of The 
Long Beach Federal Savings and Loan Asso- 
ciation, Plaintiffs, and Charles K. Chapman. 


/s/ CHARLES K. CHAPMAN, 
Attorney for Long Beach Federal Savings and 
Loan Association, Cross-Claimant and Third- 
Party Plaintiff. 


[Endorsed]: Filed January 15, 1951. [20284] 
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NOTICE OF APPEAL 
Notice is hereby given that defendants, eross- 
defendants, third-party defendants, and defendants 
in intervention, as the case may be, Home Loan 
Bank Board, William K. Divers, Chairman; J. 
Alston Adams, Member, and O. K. LaRoque, Mem- 
ber, of the Home Loan Bank Board; the Federal 
Savings and Loan Insurance Corporation, John H. 
Fahey, A. V. Ammann, and George K. Bramley, 
hereby appeal to the Court of Appeals for the 
Ninth Circuit from the ‘‘Order for Partial [1] In- 
terim Allowance of Fees to Special Master,’’ dated 
March 9, 1950, and filed in the above-captioned ac- 
tions on March 9, 1950. 
Dated: May 5, 1950. 
ERNEST A. TOLIN, 
United States Attorney. 
CLYDE C. DOWNING, and 
PAUL FITTING, 
Assistant United States 
Attorneys. 


By /s/ PAUL EI ING, 

Attorneys for Home Loan Bank Board, William K. 
Divers, Chairman; J. Alston Adams, Member, 
and O. K. LaRoque, Member, of the Home 
Loan Bank Board; the Federal Savings and 
Loan Insurance Corporation, John H. Fahey, 
A. VY. Ammann and George K. Bramley. 


[Endorsed]: Filed May 5, 1950. [2] 
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NOTICE OF APPEAL 


Notice is hereby given that Federal Home Loan 
Bank of San Francisco, sometimes referred to in 
this consolidated action as Federal Home Loan 
Bank of Portland, Defendant, Cross-defendant, and 
Third-party Defendant above named, hereby ap- 
peals to the [8] United States Court of Appeals for 
the Ninth Cirveuit from the Order for Partial In- 
terim Allowance of Fees to Special Master dated 
and filed in the above-captioned actions on March 9, 
1950. 


Dated: May 3, 1950. 


/s/ VERNE DUSENBERY, 
/s/ PHILIP H. ANGELL, 
/s/ IRVING BISHOP, 
/s/ SYLVESTER HOFFMAN, 
Attorneys for Defendant, Cross-Defendant and 
Third-Party Defendant Federal Home Loan 
Bank of San Francisco. 


[Endorsed]: Filed May 5, 1950. [4] 


[Title of District Court and Cause.] 


DESIGNATION OF CONTENTS OF RECORD 
ON SPPEAT 

Appellants Home Loan Bank Board, William K. 

Divers, Chairman; J. Alston Adams, Member, and 

O. K. LaRoque, Member, of the Home Loan Bank 
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- Board; the Federal Savings and Loan Insurance 
Corporation, John H. Fahey, A. V. Ammann, and 
George K. Bramley, hereby designate to be con- 
tained in the record on appeal to the Court of Ap- 
peals for the Ninth Circuit from the ‘‘Order for 
Partial Interim [8] Allowance of Fees to Special 
Master,’ dated March 9, 1950, and filed in the 
above-captioned actions on March 9, 1950, all of the 
record, proceedings, and evidence, in the above- 
captioned actions. 


Dated: May 17, 1950. 


ERNEST A. TOLIN, 
United States Attorney. 


CLYDE C. DOWNING, 
Assistant U. S. Attorney, 
Chief of Civil Division. 


PAUL FITTING, 
Assistant U. 8S. Attorney. 


By s/t ENG, 

Attorneys for Home Loan Bank Board, William K. 
Divers, Chairman; J. Alston Adams, Member, 
and O. Kk. LaRoque, Member, of the Home 
Loan Bank Board; the Federal Savings and 
Loan Insurance Corporation, John H. Fahey, 
A. V. Ammann and George K. Bramley. 


Affidavit of Service by Mail attached. 
[Endorsed]: Filed May 17. 1950. [9] 
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DESIGNATION OF CONTENTS OF RECORD 
ON APPEAL 


Appellant Federal Home Loan Bank of San 
Francisco hereby designates to be contained in the 
record on appeal to the United States Court of Ap- 
peals for the Ninth Circuit, from the Order for 
Partial Interim Allowance of Fees to Special 
Master dated and filed [13] in the above-captioned 
action on March 9, 1950, all of the record, pro- 
ceedings and evidence m the above-captioned con- 
solidated, related and enjoined causes. 


Dated: Mav 15, 1950. 
/s/ VERNE DUSENBERY, 
/s/ PHILIP H. ANGELL, 
/s/ IRVING BISHOP, 


/s/ SYLVESTER HOFFMAN, 
Attorneys for Defendant, Cross-Defendant and 
Third-Party Defendant Federal Home Loan 
Bank of San Francisco. 


Receipt of copy acknowledged. 


[Endorsed]: Filed May 17, 1950. [14] 


210 John H. Fahey, et al., 


In the United States District Court, Southern 
District of California, Central Division 


Honorable Peirson M. Hall, Judge Presiding. 
No. 5421-PH Civil 


PAUL MALLONEE, et al., 
Plaintiffs, 


Vs. 
JOHN H. FAHEY, et al., 
Defendants. 


No. 5678-PH Civil 
FEDERAL HOME LOAN BANK OF LOS AN- 


GELES, a Body Corporate, et al., 
Plaintiffs, 


Vise 


FEDERAL HOME LOAN BANK OF PORT- 


LAND, a Body Corporate, et al., 
Defendants. 


REPORTER’S TRANSCRIPT OF 
PROCEEDINGS 


April 19, 1948 


Appearances : 
For Plaintiff and Shareholders Protective 


Committee: 


WESTOVER & SMITH, 
1009 Pacific Southwest Building, 


Los Angeles, California; by 
WYCKOFF WESTOVER, ESQ. 
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For Defendant and Cross-Claimant Long 
Beach Federal Savings & Loan Association: 


CHARLES K. CHAPMAN, ESQ., 
17 Ocean Center Building, 
Long Beach 2, California. 


Also Present: 


RONALD WALKER, 
Special Master in Chancery. 


April 19, 1948—10:00 A.M. 
(Other court matters.) 


The Court: Mallonee v. Fahey. 

What are the appearances on this matter ? 

Mr. Westover: The apperances for the plain- 
tiff Shareholders Protective Committe, Westover 
& Smith, by Wvyekoff Westover. 

The Court: Mallonee and others? 

Mr. Westover: Mallonee and others. 

The Court: And Mr. Chapman for the Associa- 
tion? 

Mr. Chapman: ‘That is right. 

The Court: The notice here was served upon 
whom ? 

Mr. Walker: Notice was served by mail upon 
the other parties, your Honor, the two banks and the 
United States Attornev’s office. 

The Court: Bishop & Hoffman, O’Melveny & 
Myers and the United States Attorney. 

Mir. Walker: Yes. 

The Court: Any appearance on behalf of the 
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United States Attorney? (No response.) There ap- 
pears to be none. 

Were Newendorp and Bradley notified? There 
has been no order directing consolidation yet. 

Mr. Walker: I didn’t serve the notice on them, 
your Honor. [8*] 

The Court: Robert H. Wallis? (No response.) 

Was he notified ? 

Mr. Walker: No, your Honor. The interplead- 
ers were not served. [ served only the principal 
parties in the main action. 

The Court: Have you talked to Mr. Tremaine, 
the attorney for Wallis? 

Mr. Westover: Yes, I have discussed it with Mr. 
Tremaine. 

The Court: How about the Title Service Com- 
pany ? 

Mr. Chapman: They have had knowledge, your 
Honor. They are not contesting this. 

The Court: Have either of you or any of vou 
discussed with them the matter of this application? 

Mr. Chapman: I have discussed it with counsel 
for Mr. Robert Wallis and counsel for Title Serv- 
ice Company. 

The Court: And they are familiar with the fact 
that it is coming up today? 

Mr. Chapman: They are; that is right. 

The Court: Very well. 

Mr. Walker, you did not make any suggestion in 
this petition here as to what your interim allowance 
should be. 


* Page numbering appearing at top of page of original Reporter’s 
Transcript of Record. 
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Mr. Walker: JI will be glad to do that, your 
Honor. 

The Court: Isee two figures mentioned here, one 
is 26 million dollars and the other $600,000, then 5 
million and [4] 2 million and 4 million. 

Mr. Walker: There is one there of $800,000 also. 

ihe Court: Very well. What is your idea of 
what an interim allowance should be? 

Mr. Walker: Your Honor, this is the type of 
ease where it is rather difficult to put a dollar sign 
in front of the value of services. The court is aware 
of the consequence of the case and the problems 
which have been presented. In suggesting a figure 
IT have in mind that this is a financial institution 
where millions of dollars are at stake, also involving 
some 8000 borrowers, and some of the work has 
dealt with the clearing of titles to the homes of 
these borrowers. Further, that this is the type of 
institution in which public confidence must be main- 
tained, particularly after a turnover of this nature. 

The Court: And particularly in view of the ac- 
rimony of the present litigation. 

Mr. Walker: Yes. 

The Court: And the congressional investigation. 

Mr. Walker: Yes. and two years of bitter fight- 
ing. 

There was no loss of deposits, no withdrawals of 
any consequence attending the turnover; as a matter 
of fact, the deposits increased. 

This was the type of case where adverse pub- 
heity would injure the institution, had already done 
so, and I attempted [5] to have those matters com- 
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posed so that there would be a minimum of any 
publicity, which we were successful in doing. 

Other factors which influence me in suggesting a 
figure to your Honor are the fact that in accepting 
the assignment at the request of the court I had to 
leave a position of some responsibility, I have been 
at considerable expense in having to live in Long 
Beach during the whole period of approximately 
three months and 

The Court: You have been practically in at- 
tendance 24 hours a day? 

Mr. Walker: It has required full-time services, 
your Honor. 

The Court: In other words, you had to move 
from your home and take up living quarters in 
Long Beach and be available at all times there? 

Mr. Walker: That is right, sir. So that consider- 
ing all of those factors, plus the factor which is, I 
think, in every attorney’s mind when he considers 
fees these days, there 1s a rather heavy tax imposed, 
so I wonld suggest that an allowance at this time of 
a fee of $25,000 would not be disproportionate in a 
case of this consequence. 

The Court: By the way, I have allowed certain 
expenses to you in the interim here that have been 
accumulated for your trip to Washington, your 
trip to—— 

Mr. Walker: I made two trips, one to Washing- 
ton for a [6] period of 10 days. 

The Court: And for certain stenographic ex- 
pense. What do they total ? 

Mr. Walker: The allowances for traveling ex- 
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penses totaled $1500. 1 had intended to file a com- 
plete statement with my final report. 

The Court: In the rough, what is the total 
amount now that has been expended for that and 
for stenographic hire of the master? 

Mr, Walker: For traveling expenses, $1500, 
most of which was used in traveling expenses. 

I am sorry but I don’t have the figure available 
for the payroll expenditures. It started at a rather 
sizeable sum and it has decreased rapidly. I now 
only have two persons on the payroll and probably 
as of this week will have only one. I cannot answer 
your question because I don’t have the totals here, 
your Honor. 

The Court: Very well. It does not exceed prob- 
ably $1000 or $2000? 

Mr. Walker: I think the sum of $2000 would 
amply cover it. 

The Court: Does anybody else wish to be heard 
in connection with the matter? 

Mr. Westover: Your Honor, just for the pur- 
pose of the record, while of course Mr. Walker 
doesn’t have the heavy [7] overhead, he has given 
up a very substantial position, he has done a splen- 
did job, and the transfer of the assets of a 26 mil- 
lion dollar institution is a good deal more of a detail 
job than a lot of us anticipated even in the begin- 
ning. T am informed that since January 24th, the 
effective date of your Honor’s order, duplicate 
microfilm photographing of documents has been go- 
ing on that have now exceeded something probably 
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in the nature of 30,000 documents photographed be- 
fore you eould even give a receipt, a thing that in 
the form of transferring of assets would be a few 
moments’ job and instead has taken a couple of 
months or more. 

Mr. Walker’s services along those lines have been 
very helpful. His maintenance of confidence of this 
institution, of the publie in this institution, im as- 
sisting mm there I think have been very beneficial to 
the shareholder members. Of course there were ap- 
proximately 16,000 shareholder members at the time 
of the seizure back in May of 1946, and probably 
the cards exeeed that amount by a goodly number 
now because of the in and out that have gone on 
during the past two years. To date I understand 
that the mechanies even of that work have not yet 
been completed, the magnitude of it is so great. 

Therefore I don’t feel that the suggested amount 
is particularly out of line, although at first blush it 
might seem somewhat large until you realize the 
magnitude of the job [8] that is being handled. 

Also I take it that this is an on account allowance 
and certainly Mr. Walker or any other person han- 
dling a responsible position such as he does, would, 
of necessity, need money to live on for several 
months to come in the future, and I take it that this 
allowance will earry along and will be considered in 
the final accounting that no doubt vour Honor’s 
special master will render to the court for final 
approval when the job is completed. 

Therefore on behalf of the shareholder members 
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and the plaintiffs in the action I at this time can 
offer no objection to the amount. 

The Court: Do you consent to it? 

Mr. Westover: Yes, certainly; I believe so, your 
Honor. I believe it is a matter for your Honor’s 
discretion rather than for my determination one 
way or the other. 

The Court: J appreciate that, but do you con- 
sent to his request for $25,000 interim allowance at 
this time? 

Mr. Westover: Let me put it this way, your 
Honor: Whatever amount your Honor feels is 
proper for this magnitude of work is satisfactory. 

The Court: It being understood that whatever 
allowance is made at this time will not be an ap- 
praisal by the court of the value of the services 
either rendered or possibly to be rendered? [9] 

Mr. Westover: That is my understanding. This 
is more or less of an interim allowance on account 
so he will have something to live on while he is de- 
voting his full 24 hours a day time to the job. 

The Court: Mr. Walker, do you have any es- 
timate now as to the length of time that the special 
mastership will be required to continue? 

Mr. Walker: I would estimate at the present 
time, your Honor, another three months minimum. 
It may take longer than that. 

The Court: That is, three months as a minimum 
on the proper basis. In the event the restoration of 
the Los Angeles Bank is effected and it is required 
to have the services of a master in that connection 
IT would, of course, deem it appropriate to appoint 
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you. Do you have any estimates on what would be 
required then ? 

Mr. Walker: It is a little hard to estimate be- 
cause there would be no way of predicting the action 
of the Home Loan Bank Board as to methods. I 
would say that it probably, in the event that it was 
done and the services of the master were required, 
it probably would last until the end of the year, 
probably longer. 

The Court: If I understand it from you petition 
now, the major rivers, hills or mountains, or what- 
ever obstruction you might call them, in connection 
with the turnover have [10] been passed so that 
now it remains mostly a matter of accounting. 

Mr. Walker: The matters of great urgency have 
al) been completed. There is still the election which 
Mr. Chapman and I were discussing this morning, 
which it is presently anticipated will be held some- 
time next month. There is also the accounting. 

On the accounting, the examiners are J] think 
this week completing their audit of the Association. 
The accounting will then be prepared, I assume, by 
the legal department of the Home Loan Bank 
Board and submitted for consideration. That will 
probably be a long and tedious task. 

The Court: The physical job of accounting will 
be completed this week? 

Mr. Walker: It is almost complete now; yes. 

The Court: Then thereafter they will make a 
record. Now you mdicated you had not gone into the 
old records of the Association in vour report. Will 
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that come later or will that be included by them in 
their accounting? 

Mr. Walker: I stated in my report, your Honor, 
that we had deferred the transfer of some of the 
old records and some of the records concerning the 
operation of the Association by the conservator be- 
eause of certain negotiations which were being con- 
ducted in the bank case which would involve 
releases to be given to the various persons [11] in- 
volved and involve payment of certain sums of 
money to the Association from the funds now in 
court. If those negotiations were successfully com- 
pleted, it will obviate the necessity of microfilming 
thousands of these documents. They could just be 
turned over and the old records would then just be 
turned over en masse. There has been no urgency 
as to a few old records. 

The Court: You hope and expect that it will not 
be necessary to make a detailed accounting of all 
these records? 

Mr. Walker: That is right. It would save con- 
siderable expense if that were done. 

The Court: Mr. Chapman? 

Mr. Chapman: Yes, your Honor. 

I think Mr. Walker is a bit optimistic about the 
time of his future service. I think that he is going 
to be required to assist 

The Court: Just a moment. The record will show 
that Mr. Carter, the United States Attorney, has 
just come in. We are hearing this Long Beach mat- 
ter. Are vou appearing on that matter? 
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Mr. Carter: No, your Honor. However, my 
name can appear. 

The Court: Very well. 

Mr. Chapman: The first thing I would like to 
say, your Honor, is I think the workman is worthy 
of his hire. Mr. [12] Walker has been of very vital 
service to our Association at an extremely critical 
time, and I think that we can judge very well the 
quality of his efforts by their success. This was a 
time which, from the start of this case, we had 
dreaded, we were glad to be back but the possible 
turmoil] and controversy and antagonism, the things 
that could have happened and did not, I think 
should be measured in weighing the value of his 
services. I think he is very modest in asking for 
$25,000. I realize it is only an on-account allowance 
and I certainly hope that when the time comes, 
which this thing is all wound up, that he will be 
adequately compensated for all that he has done to 
help our institution. I say this despite the fact that 
he and [I have had some late-hour arguments in 
private sessions many times on things that we dis- 
agreed on, and always there was some compromise 
achieved. We found a way to do it without harming 
anyone. 

I think that one of the finest contrasts that we 
can make, something where I was present, where 
Mr. Walker was not—of course your Honor has 
heard about it second- or third-hand—that was the 
attempt to transfer the institution with the court 
order and without a special master on the 1st and 
Pind of October, 1946. That involved some of the 
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most acrimonious controversial riots—that I think 
is the only word you can use for it—people with 
thousands of dollars in money shoving them at each 
other and refusing to give [13] receipts or to count 
it. There it is. If you want it come and take it. I 
saw more money than I had ever seen in my life 
and there was nobody there to take responsibility for 
it. Milhons of dollars in bank accounts must have 
been transferred that night so that we could open 
for busmess the next morning, and there were lots 
of questions of whether or not they were going to 
levy an assessment on the bank and collect that 
money. All of those things didn’t happen, and the 
only new factor—we had a court order then and we 
have a court order now—the only new factor was 
your special master, Mr. Walker. I think that the 
success of his mission should be measured in figur- 
ing his compensation. I do think he is overly modest 
and I think it is a good thing that he is. That is 
probably one of the reasons things worked out so 
nicely. 

The time wil] come probably closer to his es- 
timate than to mine on how long it will take and 
how hard it will be since he is the court’s repre- 
sentative, but I do think that this accounting will 
involve enormous detail, and I do know that Mr. 
Walker has given up a valuable position to take 
this task of assisting the court and I know that 
having gone this far with it we cannot spare him 
until the case is finally closed, however long that 
may take. Therefore he is putting his personal in- 
terests, his personal law practice—I understand 
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that he has been an attorney for better than 20 [14] 
vears—putting all that behind him to benefit this 
Association. I think we are able to compensate him 
for what he is doing for us and I think we should. 
I think the $25,000 for the services he has per- 
formed and is yet going to have to perform is in- 
adequate, but it is his figure, it is what he wants to 
set. I not only consent, but I join with the applica- 
tion and [ want to at this time extend my thanks to 
the court in selecting Mr. Walker. 

The Court: Do not thank me for anything. No 
judge is here to be thanked. 

Mr. Chapman: If you could have seen the dif- 
ference between October 1, 1946, and January 24, 
1948, you would think there was something for 
everyone in that Association to be thankful for. I 
am not even mentioning May 20. The court had 
nothing to do with that, so we won’t compare it. 

I think that that is all I can say on the subject 
except that we have this situation: Mr. Walker is 
now at a stage where no one else can take up his 
work, he couldn’t step out and we have another 
special master, he has to stay there until finished 
and it may mean many months vet and we wouldn't 
want him to have financial worries during that in- 
terim. 

The Court: I understand, Mr. Walker, that it is 
your anticipation that if possible vou will continue 
until your final report without requesting further 
interim allowances ? 

Mr. Walker: I believe that that is so. [15] 

The Court: That, however, will not be a neces- 
sary corollary of any order which I might make. 
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Mr. Carter, do you wish to be heard in connection 
with this matter? 

Mr. Carter: I think a workman is worthy of 
his hire. I went down the other day to one of the 
judges of this court who had allowed an attorney 
10 per cent on a $5000 recovery under the Tort 
Claims Act, rather vigorously protested to the court 
and said that no lawyer could take that kind of a 
ease if he is going to be allowed less than the amount 
set by the statute, which was 20 per cent, and he 
wasn’t too successful. However, I put myself very 
clearly on record that attorneys’ fees should be 
paid. Having known Mr. Walker for many years, I 
know the kind of chap he is and the kind of work 
he does. I am not too familiar with all these other 
eases. But I have read his petition and I concur in 
what Mr. Chapman has said. 

The Court: Do vou have something else, Mr. 
Westover ? 

Mr. Westover: Only one point that possibly has 
no bearing on this, but Mr. Walker suggested an 
election. I did want to take issue with him on that, 
that is, as to his time of it. It seems to me that there 
are many things which make that impossible now, 
but I didn’t want to get into it. 

The Court: One of the conditions of the order 
was that an election should be held as promptly as 
possible. [16] 

Mr. Westover: That is correct, your Honor. It 
is the impossible phase of it that I have in mind. 
But I don’t believe it is appropriate to argue it 
here, other than to raise the point that I didn’t 
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want to let it pass as though I had consented to 
that phase of it. I think the immediate necessity of 
it is something he may have overlooked. 

The Court: I still think it should be held as 
promptly as possible. I do not know what makes it 
impossible, but I think it should be done. 

Well, I probably am as familiar with the prob- 
lems that are connected with this case as any other 
person not actually one of the parties litigant or 
counsel. In appointing Mr. Walker as a special 
master, it looked to me like it would be an almost 
impossible job to get anybody who could perform 
the work in such a way that the assets of the Asso- 
ciation, its goodwill, welfare of the stockholders and 
the borrowers could be saved. Any person other 
than Mr. Walker or someone intimately connected 
with the litigation who would have gone in there, 
would have taken at a minimum a week or two 
weeks at least to familiarize themselves with what 
had gone on and what the status was and the things 
to look out for. I think his work has been remark- 
able. I appreciate the fact that allowances on these 
matters cannot be made on a time basis. The thought 
that occurs to me in connection with the matter, not 
that there is any similiarity between the occupation 
1 am [17] about te mention and the work done by 
Mr. Walker, that of a knife thrower in a cireus, 
but it only takes about half a second and it does 
not take very much effort to throw a knife, but if 
you were not very skilled I should guess that prob- 
ably the result would be rather disasterous. 

So I think that Mr. Walker’s skill and his ability 
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in connection with the matter here is a matter that 
is of the utmost importance and is a matter which 
deserves compensation more than lis actual time. 
although I should say that a lawyer giving up a 
position and moving his residence to the scene of 
the litigation, and being on call 24 hours a day—and 
[I have no doubt but what there were many times 
when the day was almost endless in connection with 
these problems—that in itself is deserving of some 
additional compensation. 

I have to keep in inind one thing, however, and 
that is that no doubt there will be many applications 
for allowances of fees to lawyers in connection with 
this matter subsequently arising. I am afraid that 
if I should allow the full $25,000 that a great many 
people would take that as a standard or an index 
of the fees which I might ultimately come to a con- 
clusion should or should not be allowed. I knew Mr. 
Walker is a modest individual. In fact, I think it 
would do to state for the record that I talked to 
him in chambers and he kept repeating that he did 
not have any figure in mind and it was only upon 
my insistence that he go to work and get [18] some 
figure in mind and state to me that figure, that I 
would then be able to make any allowance at all. 

I will make the interim alowanee $20,000. ‘Chat 
will be without prejudice to the renewal of any in- 
terim request in the event it becomes necessary, and 
it is not to be taken as an indication of my judg- 
ment as to the value of the services rendered to 
date or to be rendered. An appropriate order will 
be prepared. 
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My. Walker: Your Honor, might I ask—is it 
your intention to go to Fresno or are you going to 
be here? 

The Court: I will be here this week. I will be in 
Fresno next week, beginning Monday. 

Mr. Chapman: As the recipient of the thrown 
knives, I want to express my appreciation to the 
court for at least a fair allowance. I think it could 
well have been larger, but I think we must keep 
Mr. Walker’s services as long as we need him, and 
that is the important thing. 

The Court: Very well. 


(Other court matters.) [19] 
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Mr. Bishop: Your Honor, we have heard consid- 
erable argument from the other side about the need 
for inspection and the right to inspection. We don’t 
deny that. We contend, however, if they want the 
benefits of Rule 34 that the burden is upon them to 
show by their motion and their affidavits, first of 
all, that good cause exists; secondly, that Rule 30(b) 
will not be transgressed, that is, that it will not 
subject the parties defendant to annoyance, em- 
barrassment or oppression. 

While I am still discussing these elements of what 
they have to show to have this court indulge in the 
rule of liberality of inspection, I might say that they 
will point out possibly, because it appears manifest 
that the court is going to give some order of inspec- 
tion, that my argument will help in imposing limi- 
tations of the order to be granted by this court. [69] 


* * * 


The Court: I do not think the documents are 
privileged. 

Mr. Bishop: Your Honor, on that point I would 
hke teo— 

The Court: I have examined your points and 
authorities in that respect and I do not think that 
the documents are privileged. As I indicated, how- 
ever, I will exercise the limit of my power under 
Rule 30()) in connection with preserving the con- 
fidential nature of these records. 

Mr. Bishop: I would point out, your Honor, that 
as far as our bank is concerned we have certainly 
records in our possession that are not our records. 
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We are merely in that capacity as an agent for the 
National Board in a supervisory Inspection and 
examination, position. 

Tf you will look at the rule that we have heard so 
much about—— [70] 

The Court: Do you have a list, for instance, of 
the records of the bank? I appreciate that the 
motion here is subject to some criticism perhaps by 
virtue of its request for all those books and records, 
but having been attorney for parties litigant before 
I do not even know what books they keep. What 
ean you ask for except all of them? Now if you ean 
designate the type of books and records that they 
keep—even Mr. Vander Ende on the witness stand 
the other day was shown some book here that was 
produced and he did not know that they kept that 
kind of book; in other words, a minute book, direc- 


* minute book, which relates again to another 


tors 
book, which appeared to relate again to another 
book that had orders and communications and 
ukases and fiats in it. 

Mx. Bishop: T think the affiant in this case, that 
is, the particular affiant’s affidavit, is far more 
familar than I am with what the books and records 
are. He was a director. 

Mr. Chapman: Not of yow bank. 

Myr. Bishop: You have asked for everything 
from all three banks, whatever they are, Mr. Chap- 
man, from the beginning of time to the end of the 
world. [71] 


* * * 


There is another situation that I call your atten- 
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tion to, and I feel that I am on proper ground in 
so stating, the National Home Loan Bank Board 
is a party defendant here. I challenge their good 
faith again. Why isn’t the motion directed to their 
records as well? 

The Court: Maybe they will come back later and 
ask for that. I do not know. 

Mr. Bishop: Then it isn’t timely. 

The Court: The only thing I have before me now 
is what they have asked for. I am not concerned 
with what they might want in the future or might 
not. [74] 

Mr. Bishop: I know, but they could at least 
specify the time. I don’t think we need them for all 
these 16 years. It is expensive. 

The Court: Some limitation, of course, will be 
put on, as I indicated. I will exercise the power 
that the court has under Rule 30(b). [75] 


+ * * 


My. Bishop: So that the court, as well as oppos- 
ing counsel, will then have the benefit of what I 
believe should be considered in the order, it would 
seem to me that a limitation of the order should fix 
the time of examination, place, who is to be in 
charge of the examination, some limitation as to 
the documents to be examined, correspondence per- 
mitted to be examined—I don’t believe that they are 
entitled to go into the correspondence between coun- 
sel and the officers of this bank as to our defense 
or such evidence as we may have for impeachment 
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of their witnesses or such evidence as we may desire 
to use by way of cross-examination. [76] 


¥ ¥ * 


The Court: They are entitled to have inspection 
of documents to ascertain what is in your files and 
then they may subsequently designate what they 
desire to have copied and photographed, and at that 
time I will determine whether it is material or not 
material. 

Mr. Bishop: The whole value, if they examine 
privileged documents, would he destroved, your 
Honor. 

The Court: J think in so far as your communi- 
cations—I am not prepared to say at this time—but 
I think perhaps in connection with the communica- 
tions between attorney and client, that they would 
be privileged. [77] 

Mr. Bishop: I am pointing that out as what 
should be possibly within the limitation of an order 
for a special master. It saves a lot of argument and 
discussion if that 1s within the order, such limita- 
tions as that. I do think that there should be some 
limitation as to how far back this can go. Counsel 
can certainly make some suggestions as to that. 

The Court: Yes. [78] 


x ¥ * 


The scope of the present motion on its face does 
ask for documents which are not alone those of the 
bank, but which are documents of the Home Loan 
Bank Board entrusted to the bank. In its broad 
terms it will cover the motion at least. it will cover 
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documents that have no relationship whatever to 
this case but are purely supervisory matters be- 
tween the Home Loan Bank Board and these other 
institutions in the state which [85] are not, or in 
the area whieh are not, directly concerned with the 
htigation. 

Now we recognize that once the court has deter- 
mined there 1s jurisdiction somehow or other some- 
body is going to make the determination whether 
these documents are material or not, and in making 
that determination I suppose somebody has to be 
there with an opposite viewpoint from ours to see 
that both sides are fairly treated. I think when 
jurisdiction is determined and the cause of action 
is determined that we ¢an do that with a great deal 
of cooperation, that there isn’t going to be any 
throwing out of the words ‘‘confidential’’ or ** priv- 
ileged’’ unnecessarily. We are going to try to co- 
operate. 

The Court: I have held, have I not, that the 
complaint states a cause of action against the 
bank? [86] 

* + * 

The Court: It seems to me that your problem 
here, in view of the concession that 1f it is material 
to the action—and that would be my ruling anyhow, 
that it would not be privileged—that the problem 
here is to protect what may be rather broadly stated 
as to what you have described as the public interest 
not involved in these proceedings. That is to say, 
the interest of other associations and banks and 
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things that do not concern them. It is a matter, it 
seems to [89] me, principally of mechanics. [90] 


¥ *¥ * 


Mr. McKenna: Then, your Honor, with the rul- 
ing of the court—we were discussing the scope of 
it—it certainly hasn’t been suggested by the plain- 
tifts 

The Court: May I say this, that it looks to every- 
thing they have alleged in their complaint and then 
the determination must be made when the particular 
document is wanted to be copied or photographed, 
as to whether it is material with relation to any- 
thing that is alleged in these complaints. In the 
meantime they do not know what it is. They do not 
know what they are looking for. They do not know 
what documents exist. And they are entitled, it 
seems to me, to have the right to inspect. But I am 
not going to give them carte blanche to inspect with- 
out a supervision under Rule 30(b). [92] 


* ¥ ¥ 


The Court: I do not know when I will be able 
to hear them now because for the remainder of this 
year J have the criminal calendar, which is taking 
all of my time. J think that under the situation 
here I should grant discovery, and the thing to be 
determined now is how I should hmit it. I do not 
know whether the parties can agree on the period 
of time the documents are to be examined. If you 
can it would be helpful to the court. Otherwise T 
am going to have to get some information from 
somebody about what documents there are, what 
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books there are, what they relate to, in order to 
make the order. Therefore in order to bring the 
matter to a head I will grant the motion for inspec- 
tion, subjeet to such limitations as I shall place 
on it. L will defer and put off calendar the motion 
for eopying or photographing until it can be reset 
on notice after inspection. 

Now the question is, what limitations do the 
parties [96] desire to place on the inspection? The 
eourt has the power to designate the persons, the 
time (which of course would be during business 
hours), the plaee (vhich of course would be the 
place where the books are kept), and the court may 
also, as I indicated yesterday and probably should 
if the parties request it, if the defendants request 
it, have the inspeetion conducted under the auspices 
of a special master. 

Now do the defendants request it? 

Mr. Bishop: I did not understand the rule to 
require that we have to request it. I don’t think it 
dloes. 

The Court: You do not have to say anything. 

Mr. Bishop: J think that is part of the exercise 
of diseretion of the protection that we are entitled 
to if inspection is ordered. 

The Court: If you request the appointment of a 
speeial master and some limitations on these times, 
J will grant them. I will not say I will grant all 
that you request, but in so far as the special master 
is eoncerned, and any fees that may be due the 
special master, if the parties are coneerned about 
that, T think that any fees that are allowed to him 
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in that connection—I would appoint Mr. Walker, of 
course, who is already acting as special master, and 
this would be an additional assumption of duties 
on his part—I would allow him fees from funds on 
deposit in the court, regardless of who ultimately 
becomes entitled to them. [97] 

Is there any possibility of the parties agreeing 
upon the time that the books are to be examined, 
or not? 

Mr. Chapman: We would hke to try, your 
Honor. 

Mr. Bishop: There will be no difficulty about 
that. 

J am not prepared, though, to make the request 
for an appointment of a special master. I would 
have to get authority for that. [98] 


* * + 


The Court: I think probably in view of the fact 
that counsel on either side do not seem to be well 
informed coneerning the nature of the records that 
are kept, that it might be well it I did make a pre- 
liminary order of inspection, designating counsel 
for the parties and no other person, to go with a 
special inaster appointed by the court, to make a 
preliminary inspection of the books and records and 
then to return to the court and have the court defi- 
nitely designate [100] what records they shall have 
the right to inspect with their accountants and any 
other person who might be needed. 


* * * 


Mr. Bishop: Your Honor, T think T can make a 
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suggestion that may be of some help here. The court 
has made its ruling, made its order, with a guide 
as to what counsel has in their own minds. I sug- 
gest the moving parties prepare such an order as 
they think is necessary and we will give all the 
cooperation that is reasonably possible with our 
hmited knowledge of the records. The special mas- 
ter could be appointed, make his own examination 
first to determine what records he found, and then 
report without anybody else examining them. [101] 
He reports to the court then what he has found and 
then the court makes its further and enlarging 
order. I mean that is the purpose of a special mas- 
ter, to save the court all that time. 

The Court: I think that probably could be done. 
The special master could examine the records and 
report to this court what records they keep and 
what is in what books, and from that the court then 
might make a determination as to what records 
should be subject to inspection. That sounds reason- 
able to me. 

Mr. Bishop: About the special master feature, 
your Honor, I want to make a statement to the 
court. I don’t want to appear to be obstructing here, 
but it would be highly improper, with Mr. Walker 


officing in my office 

The Court: Is he officing with you? 

Mr. Bishop: He is officing in my office. Not as 
attorney and servant or associate or employee, but 
T don’t want any reflection on the court or myself 
by making such a request. 

The Court: J do not think that that detracts 
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from either of you, having him office in your [102] 
office. 
* * * 

The Court: That is not my contemplation. The 
contemplation of appointmg a master alone, or as 
I had in mind in my original suggestion, was that I 
would fix a time and in the presence of a special 
master and counsel for the moving parties and coun- 
sel for the bank should go up and look at the records 
and say, well, this is the stockholders’ records, and 
this is correspondence relating to so-and-so, and 
here are the minute books, and so forth, and 
these are other records, and then determine from 
that—you would not want to examine the private 
loan file of some institution in Idaho or something 
like that, but that is comprehended within your 
whole order. [104] 


* * * 


The Court: Let me see if I can review this order 
now. 

The order of the court will be that the motion 
for the copying and photographing of documents 
will go off calendar to be reset—I will just continue 
that until November 15th inasmuch as I am fixing 
another date, and at that time continue it subse- 
quently. 

The motion for the inspection of documents will 
be granted, subject to this limitation, that in the 
presence of Mr. Chapman for the Association, Mx. 
Westover for the Mallonee Group, and Mr. Fitz- 
Patrick for the Los Angeles Bank, and in the 
presence of three representatives which may he 
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designated, either counsel or otherwise, of the de- 
tendant banks, or bank, and in the presence of 
Ronald Walker, who is appointed special master 
for the court for this purpose, a general examina- 
tion of the type and character of books and reeords 
which are kept by the defendant bank shall be made 
and coneluded at the place or plaees of business and 
during business hours of the defendant bank or 
banks prior to November 12th, the matter to be 
continued before this court to November 15th at 
10:00 o’elock in the morning, the special master to 
then report [110] upon the nature and character of 
the books and records kept, at which time the court 
will then designate the type or types of books and 
records which may be inspected by the movants in 
detail. 

Is that understood? (Assent.) 

Mr. Walker: Does the court want to have a for- 
mal order of appointment enlarging the power of 
the special master ? 

The Court: Yes. There should be a formal order 
and a provision that any fees allowed the speeial 
master shall be paid out of the funds on deposit in 
eourt, and expenses of the special master. 

Mr. Walker: The funds on deposit in court, some 
of them, admittedly belong entirely to the Long 
Beach Association. As to the rest, there are con- 
flicting claims. 

The Court: We will argue about that. Jater. 
Some funds on deposit in court. 

There should be a formal order and there should 
be a formal order drawn outhning the order that 


, 
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T have made here, and in order that the Clerk may 
have his minutes all together, IT will now put off 
calendar the motion for inspection, copying and 
photographing and discovery as to the ten associa- 
tions to be reset on notice. If you can incorporate 
all that into a formal order and enlarge the powers 
of the special master and submit it, I will sign it. 
Anything else? (No response.) [111] 


* +* * 


November 29, 1948—10:00 A.M. 
* * * 


Mr. Westover: If your Honor please, in the 
Mallonee matter I believe all counsel are probably 
here in the room. A special master’s report was 
handed to myself this morning and I believe all 
other counsel have it. The recommendations of the 
special master appear on page 13, I think, of his 
report, and they seem to be in general at least agree- 
able to those counsel I have talked to—I haven't 
talked to all of them—and it looks like it might be 
possible for nus sometime later today, 1f your Honor 
would eare to get the appropriate order made by 
your Honor for, as J understand it, a general order 
of inspection of the records, subject to general rules 
which your Honor may want to lay down for the 
guidance of the special master. [3*] 


* x * 


The Cowrt: With relation to this order, is there 
a possibility of coming to some general agreement 
on its terms? What do you think, Mr. Bishop? 

Mr. Bishop: Your Honor, I have no doubt in 
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my own mind when questions arise like that. I 
think my opponents are properly proteeted by an 
order that states that this inspection examination 
proceed under a special master and any document 
that comes up, any objection that we have by way 
of confidence or by way of privilege or by way of 
relevancy, they still are not deprived because then 
it comes back here very quickly for reference and 
then the court, as far as that is concerned, will have 
the documents before it, whatever the contents are, 
and if the court still feels it is confidential can de- 
seribe it sufficiently without divulging the informa- 
tion so that the Appellate Court knows whether or 
not this court abused its discretion or not. 

The seeond thing that I am very mindful of, and 
that is possibly wheve there was some divergence of 
opinion about the [10] contents of the order, I 
stated that I didn’t think at this time, for instance, 
that they had a right to inspect the individual file 
of every building and loan association in our Elev- 
enth District. They take exception to that. 

Again I waived the point by saying this: All 
right, if at that pomt, and we have examined the 
file ourselves, each document as the inspection pro- 
ceeds, we still want to persevere in our objection, 
then it is settled and brought here. But I don't 
believe they have a mght at this stage of the pro- 
ceedings to go into every association's file. I don't 
object to them going into their own files and our 
bank files as long as it isn't confidential or priv- 
ileged or there is some other objection, materiality, 
but T think it is manifest mght now, to give them a 
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carte blanche order for every association is too great 
a burden, for one thing and, in the second place, 
none of us could answer the question itself. 

T am convinced that we can’t pick out and desig- 
nate any file title as not being open to them now or 
being closed to them because by the very nature of 
filing system in the bank it becomes manifest that 
this stuff got in that file and that stuff got m this 
file. 

The Court: And they interlock as tmother 
banks ? 

Mr. Bishop: Yes. J am not quarreling about 
that, but I think there should be some safeguards 
left to us here. 

The Court: JI doubt if the issues that are raised 
or [11] could be raised under the pleadings that 
stand in the case would make it material to go into 
every association’s file. I can see where there might 
be something material involved in an association’s 
file, that is to say, if Fahey wrote a letter to 
Ammann and said, let us go and do the same thing 
to Joe Doakes’ association in Phoenix as we did to 
Long Beach, and that letter was in the file, why that 
would be material. 

Mr. Bishop: As showing a course of conduct. 

The Court: Yes. But if it is just the ordinary 
course of business with that association, I do not 
sec how that could possibly he affected or could 
atieet the issues in this case. 

Well, my question still is: Do you think you ean 
agree on the general terms of an order? 

Mr. Bishop: While we are discussing this, there 
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Was another matter that eame up, that is, because 
of the widesweeping nature of their desires I did 
not raise it in the previous order. Possibly I was 
remiss. But since that was solely for the purpose 
of determining what we did have to deal with, I 
didn’t, but now the question of cost should be settled 
beeause this is going to be a very expensive thing, 
as can be seen by the report that is filed here. If 
they are going to have us, as indicated, examine 
every document in every file that is in the threc 
offices of the bank, this is [12] going to go on for 
weeks and I think this court has the power at this 
time—lI don’t say to assess the costs against them— 
but determine what costs shall be assessed against 
them under Rule 34 in the event that they are the 
losing party in this htigation. 

In other words, it is going to necessitate, we will 
say, two or three clerks around each office quite a 
lot of their time each day. It has already. It is 
going to necessitate travel expenses. It is going to 
necessitate reporter’s charges. 

The Court: That seems to me to be fair, if they 
are the losing party that the cost should be assessed 
against them. 

Mr. Bishop: I think this court has the power to 
inelude traveling expenses in this order. 

The Court: Of course that would also be vice 
versa. 

Mr. Bishop: Yes, that the same thing would hold 
true to the other side. 

The Court: That is, that you pay their costs. 

My. Bishop: That is eorreet. So I think some 
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guide at least should be established as to what those 
costs will include because we haven’t a complete 
guide under Rule 34 about it, but that is what is 
meant when somebody wants to go—pardon me—on 
a wild fishing expedition, it does become pretty im- 
portant I think as well to them as it does to [13] 
our chents. 

Outside of that I don’t see any particular argu- 
ment. 

There was one other question that came up—I am 
speaking I think collectively for all of us—some of 
these frauds are out, and the court may guide us, 
instead of jumping all over the place I do think the 
special master’s powers at least should be extended 
under this order to include some power of examina- 
tion. By that I mean that some witness might testify 
that there is such and such a file and this is the 
record of such and such a bank and that that is all 
the files that we have to the best of that person’s 
knowledge, and that no records have been destroyed, 
other than have been shown that were destroyed 
under such and such conditions. In other words, 
that there has heen no concealment arising out of 
this litigation, because it has been bandied around, 
and we would just be going back and taking wit- 
nesses’ testimony over and over again. I don’t mean 
to have to take their depositions, but anybody up 
there now from here on should be under oath. 

The Court: I would think so. Of course then it 
goes by way of a deposition. It becomes a deposi- 
tion. 

Mr. Bishop: It can’t be hoth. 


cl 
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The Court: Cannot you agree as to that? 

Mr. Westover: Your Honor, please, I thought 
we had the last point pretty well worked out this 
morning, that that [14] power be given to the spe- 
eial master to administer the oath in so far as he 
deems it necessary. I mean by that, to identify files 
and things of that nature. 

The Court: You are not going to have a reporter 
present all the time, are you? 

Mr. Westover: Well, there should be somebody 
to take some kind of a record, if we started into 
that, otherwise you will have—maybe it won’t be a 
court reporter, but at least someone who ean con- 
tribute something sufficiently satisfactory so the 
special master ean have the party identify the sealed 
documents and things of that nature. 

The Court: It would seem to me that that would 
run your costs up monumentally, but your inspee- 
tion could go ahead with the master and with the 
party under oath, the clerk or whoever it is, and 
you only eall a reporter when you have a dispute. 
Then you would formulate your objection. 

Mr. Westover: That is right. That seems to be 
agreeable. 

Mr. Walker: It might be possible to maintain an 
informal transcript such as we did in these pre- 
liminary hearings. 

The Cowrt: Ever with a transeript here you are 
going to run into tremendous costs on that. 

Mr. Walker: With the exception of San Fran- 
cisco. In San Francisco it was prepared by a court 
reporter employed by the San Francisco Bank, hut 
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on two other instances I [15] simply had my secre- 
tary present and we maintained this informal tran- 
script. I think the same policy could be followed 
because I will need her assistance probably anyway 
with the number of people that are involved. 

The Court: In other words, she could just simply 
transcribe the parts agreed to from time to time? 

Mr. Walker: Yes. And if the case arose to iden- 
tify something, then it would go on the record, but 
the rest of the time she would be simply working 
with me. 

The Court: Do vou think you ean agree, Mr. 
Bishop, on the form of an order? 

Mr. Bishop: Yes, your Honor. 

The Court: Then why not go back and go to 
work on the order? 

Mr. Bishop: We are already having a rough 
draft typed up. [16] 

* * + 


December 2, 1948—2:00 P.M. 


Mr. Bishop: May I address the court? 
The Court: Yes. May I have a copy of the pro- 
posed order? 


(The document referred to was passed to the 
court.) 


Mr. Bishop: <All of our difficulties as to form 
have been substantially resolved except one. The 
order no longer appoints a definite or designated 
firm as accountants to make the inspection, but it 
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does permit the plaintiffs to have their auditors 
make an inspection. 

Since the question has been raised, it is manifest, 
and as has been represented by counsel that they 
desire to inspect each and all of the books of the 
bank, that would mean an inspection of the records 
pertaining to the whole 300 and some associations, 
and therefore when it comes time to tax the costs 
in this matter, since they are going on this fishing 
expedition, I believe that there should be some limi- 
tation in here about costs of that character. An 
audit of all of our books or an inspection that way 
is a tremendous task and the costs we are confronted 
with would be tremendous. 

The Court: What is the statement in here con- 
cerning costs? I see it. Page 8, line 9, 

That leaves the whole matter of costs open. 

Mi Bishop: Yes, sir. That is my point exactly. 
If [8*] we are going to incur that cost just for an 


inspection 

The Court: I do not know whether you are going 
to ineur it or not. As I read it, this whole matter 
is open. Suppose they go in and do find a lot of 
things by virtue of the audit as a result of which 
judgment is given against the bank. Then at that 
time either I, if J am still here, or whichever judge 
is sitting, will have to determine whether or not the 
cost shall be assessed against you or them, that is, 
the matter of the assessment of costs. 

Is there anyone who has a different understand- 
ing about this? ‘The matter of costs is left open. 


* Page numbering appearing at top of page of original Reporter's 
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Mr. Chapman: Yes, your Honor. 

Mr. Bishop: My point is just for mspection at 
this time, to go to that expense when the court may 
eventually on a pretrial or trial—we may as well 
have a firm of auditors appointed by the court now 
that will make an audit that will be complete and 
satisfactory in all respects. I would rather spend 
the money and obtain it for the purposes desired 
than to spend the money twice. 

The Court: Your poimt is that yon would prefer 
that in view of the fact that the matter of cost is 
left open that the court appoint a firm of auditors 
to conduct this investigation ? 

Mr. Bishop: Yes. 

The Court: How long will it take to make an 
audit? [4] 

Mr. Bishop: I don’t know. 

The Court: Mar. FitzPatrick, can you tell us? 

Mr. FitzPatrick: I was going to remark that an 
audit may not be necessary at all. 

Mr. Chapman: That is what I was going to say. 

Mr. FitzPatrick: An audit is a very expensive 
thing, as Mr. Bishop points out. All we want is the 
right of accountants to inspect the books and tell 
us—we are not accountants ourselves—what mate- 
niality the entries therein show. 

The Court: I think that is sufficient. I think if 
it becomes necessary to make an audit that that 
matter can be taken up later. 

Tn other words, the notion I had about an audit 
is that they should be able to take their auditors 
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along because there may be a lot of entries that will 
be meaningless to anyone except an auditor. 

Mr. FitzPatrick: That is correct. 

Mr. Bishop: That is why I believe there should 
be some limitation in here as to how far that is to 
go because I believe it is indicated that it isn’t ap- 
parent at this point whether it is material. 

The Cowt: Where does it provide about audi- 
tors in here? 

Mr. Bishop: It is derived indirectly, vour Honor, 
beginning at the bottom of page 5. 

Mr. Chapman: Line 26, your Honor. [5] 

Mr. Bishop: It goes over to the top of the next 
page. 

The Court: Yes, I see. That is pretty broad. 
Under this, accountants designated by the Federal 
Home Loan Bank of Los Angeles and the Long 
Beach Federal Savings and Loan Association may, 
and are hereby authorized, to examine, inspect, copy 
or otherwise reproduce the documents and records 
kept by or now in possession of the Federal Home 
Loan Bank of Los Angeles, and so forth. 

How would you have it limited? 

Mr. Bishop: My suggestion would be that the 
court fix a predetermined amount at this time that 
can be expended by way of auditing fees for merely 
an inspection. 

The Court: I would not attempt to do that. You 
went all through the Hearst litigation, did you not? 

Mr. Bishop: Yes. 

The Court: Well, when I got through fixing 
auditors’ fees on that they ran—I do not reeall, but 
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some colossal figure, $80,000, $100,000, or something 
in that amount. 

Mr. Bishop: May I make another suggestion 
then, your Honor? It may be the limitation that I 
am looking for in this, or I believe it has been mdi- 
cated that it isn’t manifest at this time to the court 
that they have the right to go into the affairs of all 
the individual associations. 

The Court: That is going to be one of the jobs 
of the special master, and judging from the pre- 
liminary report I [6] doubt if there is going to be 
much difficulty in connection with the matter be- 
eause he pointed out that there was the fullest 
cooperation on the part of vourself and counsel and 
officers and everybody in connection with the bank. 
IT am sure that counsel for the plaintiffs here, some 
of whom have been in this litigation for a long, long 
time, probably do not want to burden themselves 
with a lot of matters lke that. If there was some 
way that I could see where I could limit it, that 
would be one thing, but I cannot do it. If I had 
wanted to inspeet the books I would want an auditor 
along with me, and I cannot conceive of how T ean 
lumnit it except to depend upon the reasonableness 
of the parties and the urbanity of the special master. 

Mr. Bishop: Well, since the order now preserves 
the right of at least giving me the opportunity to 
object before the special master, why I may be 
satisfied. 

The Court: Not only before the special master, 
but as well before the court. In other words, if he 
cannot resolve it, whatever objections there are will 
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be preserved and it may be that you will have to 
have an interim hearing in connection with objec- 
tions. I do not anticipate that you will be coming 
down here from time to time or day to day or week 
to week on the matter of trying to settle things, but 
that they can be accumulated and presented in some 
more orderly fashion than that. 

Mr. Bishop: Thank you. [7] 

The Court: So if you will have the order ap- 
proved as to form by counsel and submit it I will 
read it over. There may be some changes that might 
occur to me. 


[Endorsed]: Filed January 31, 1949. [8] 


= ¥ oS 
January 31, 1949—10:00 A.M. 


Mr. Walker: There was one other matter in con- 
nection with this case, your Honor. 

Mr. Chapman: The Special Master was directed 
to report to you on January 30th as to the result 
of some very complicated inspections of the books 
of the San Francisco Bank. Copies were to be 
made, ctc. 

Negotiations for settlement have been almost in- 
cessant since that time. Our principal officers have 
been in Washington, D. C., I have been in Portland, 
we have been all around the place, and it has been 
impossible to proceed with the inspection, and it 
was also a very expensive task which might have 
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been rendered unnecessary if the settlement is suc- 
cessful. 

T therefore am filing an application to extend the 
time of the Special Master’s Report until in April. 
Tf we do settle it, the inspection will be unnecessary. 
If we don’t settle, it is a vital element of the lti- 
gation. [17*] 

The Court: Very well. 

(The document referred to was passed to the 
court.) 


The Court: When did Portland, Oregon, get to 
be a thousand miles from California ? 

Mr. Chapman: ‘‘Long Beach’’ should have been 
in there. 

The Court: Very well. You may have your order. 

Mr. Chapman: Thank you. [18] 


March 22, 1949—10:00 A.M. 


The Court: Will you be able to proceed and 
eonclude today? What do we propose to do? In 
addition to the matter that I have called there is 
also notice for hearing this morning the petition of 
the Special Master, hearing on second interim re- 
port of the Special Master and petition for partial 
interim allowance and fees. 

Are there any appearances here other than those 
that I have called with relation to this matter? (No 
response.) 


*Page numbering appearing at t ée on a 
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Very well. I think probably we will proceed with 
thatnrst. 

There has been an accounting? The accounting 
has been filed, has it? 

Mr. Walker: The accounting has been filed, your 
Honor. The time for objections has been extended. 

The Clerk: Do you remember what date that was 
filed? [11*] 

Mr. Chapman: My suggestion would be about 
September or October of last year, 1948. You can 
probably tell it by the photostats about four inches 
thick. 

The Court: Maybe it is attached here. 

Mr. Chapman: No, that is something else. 

Your Honor, the suggestion has been made that 
perhaps we can proceed with the stipulation which 
has been the result of so much effort this last week. 

The Court: Is it signed? 

Mr. Westover: No. 

Mr. Chapman: We have brought it here and 
copies have been circulated. 

The Court: I read it through this morning be- 
fore I came on the bench. 

Mi. Holmes: It is satisfactory. We are in posi- 
tion to sign, your Honor. 

Mr. Chapman: Some of the parties only arrived 
just before court opened, your Honor, which pre- 
vented it being signed before. 

Mr. Angell: You have the originals, Mr. Chap- 
man? 

Mr. Chapman: I would like to have a signed 
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copy for my file. I don’t know how many of the 
others would care for it. 

The Court: Do you have the originals? 

Mr. Chapman: Yes. 

The Court: There appear to be two documents 
here, My. [12] Walker, one of them bound with a 
eardboard back. It says ‘‘Home Loan Bank board 
Examining Division, Report of Examination and 
Audit of Conservatorship as of the Close of Busi- 
ness January 24,’’ and this other photostat is dated 
May 20, 1946, reciting that Mr. A. V. Ammann at 
the opening of business took possession—this is the 
inventory, [ guess? 

Mr. Walker: I believe it is. 

The Court: One is the inventory and the other 
is the auditing report and accounting. 

Now have there been exeeptions to this account- 
ing filed ? 

Mr. Walker: Because of the pendency of settle- 
ment negotiations, vour Honor, the time has been 
extended from time to time for filing such objee- 
tions. 

The Court: Very well. Proceed. 

Mr. Walker: May I say first, your Honor, that 
the report includes proceedings under Rule 34 for 
discovery, which involved proceedings in Los An- 
geles, San Francisco—— . 

The Court: That is your Master’s interim re- 
port? 

Mr. Walker: Yes—and the Portland office of the 
San Francisco Home Loan Bank. I felt that I 
should meiude it in my report. 
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However, | will ask at this time that it be not 
considered in any fee application. In other words, 
I wowld hke to defer my request for fees on that 
account until later because of disputes which might 
exist among the parties as to whom it [13] might 
be assessed, and so forth. I think that could be 
eovered in the final settlement which appears to be 
progressing towards a close. 

The report will show completion, subject always 
of course to the accounting, of the turn-back of the 
various assets of the Long Beach Association to its 
officers and directors. It will show the completion 
ot the election which was required by the order of 
court and the various parties, persons, who were 
elected as directors and as officers of the Associa- 
tion. The work required by the order for return of 
the Association has been completed except the final 
account. 

So far as the final account is concerned, as I said 
before objections have been deferred because of the 
pendency of settlement negotiations. If the case is 
settled, it will settle also the final account without 
the necessity for extended hearings. For that reason 
T have participated in many of the negotiations be- 
tween the parties in an attempt to bring about in 
that manner a settlement of the accounting, 

The work in the special mastership has included, 
as of the day after tomorrow, exactly fourteen 
months. 

The Court: Has it taken your entire time ? 

Mr. Walker: Practically my entire time. There 
have been lags occasionally when services were not 
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required. But during that period I have been to 
Washington three times, I [14] have been to Salt 
Lake City, I have been to Portland, I believe once 
to San Francisco—all involving one or another 
phase of the turn-back and settlement of the ac- 
counting. 

The Court: You have not kept a record of your 
time spent by hours? 

My. Walker: IT have not kept an hour-by-hour 
record of time, no. I would say at least 90 per cent 
of my time during the past 14 months has heen 
spent in one phase or another of this case. 

The Court: In performance of your duties as 
special master? 

Mi. Walker: In performance of my duties as 
special master; yes, sir. 

The Court: What fee are you asking for now? 
There 1s none indicated in your request. 

Mr. Walker: There is none indicated in my 
prayer, your Honor. In suggesting a fee there are 
a number of factors which must be taken into con- 
sideration. IT am sure no one but the court and the 
various attorneys who have participated in this 
matter could be cognizant of the acrimony or dis- 
putatious nature of the entire matter. I am sure 
all of these who have participated in it are fully 
aiveanerat it. 

The matter has involved sums of money which 
are a little unusual in the average lawsuit. There 
is an Association with assets allegedly around 26 
million dollars, claims involved [15] in the account- 
ing which are asserted in other pleadings in the case 
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amounting to several millions of dollars; a public 
institution involved where the confidence of a com- 
munity and the confidence of its shareholders is vital 
to its continued existence. 

The manner and method of the turnover I believe 
fully justifies the order which your Honor made in 
directing how it should be done. These matters were 
considered at the time of my first interim report. 
Perhaps it is repetitious to go over them again here. 
The turnover was about as smoothly conducted as 
anything I could imagine. The cooperation of all 
parties was fine. Confidence in the institution is 
maintained and that is shown in the increase in the 
shareholdings of 6 or 8 million dollars. Is that fig- 
ure approximately correct, Mr. Chapman? 

Mr. Chapman: In the neighborhood of 7 million 
dollars. 

Mr. Walker: Since the turn-back was finished. 

T am an attorney, and I guess that applies also to 
special masters, who probably never are paid for 
the ulcers which may develop from sitting on a 
powder keg for an extended period of time, but I 
think that perhaps should be taken into considera- 
tion, too. 

The deflated dollar, high income taxes—there are 
many factors. To cut it all short, I would suggest 
that a fee of $50,000 would not be exorbitant. [16] 

The Court: An interim allowance of $50,000? 

Mr. Walker: No. There has been an interim al- 
lowance of $20,000. 

The Court: You are suggesting a total fee? 

My. Walker: A total fee to date, vour Honor, 
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and I am suggesting that fee to date rather than an 
interim allowance for the reason that I think it 
would be helpful if a fee were established and fixed 
so that it would not be open to conjecture and ques- 
tion in the further negotiations to come. I am satis- 
fied that the case will be compromised and settled 
within the next few weeks. 

In other words, I would suggest as a total fee that 
figure. As to suggesting what an interim allowance 
wonld be, naturally I would like as much of it as 
possible. 

The Court: Do you have any evidence to put on 
as to the reasonableness of that figure? 

Myr. Walker: No, vour Honor, I] havesno@rel 
once had the happy experience of making Judge 
McCormick an expert witness in another matter. I 
think the court probably is the only one who can 
determine the value of the services. I am not pre- 
pared with experts on it. I know of no case which 
has been as involved or as complicated or in which 
so many factors had to be considered as this. 

The Court: I do not know about the court, be- 
cause we sit on those same powder kegs and get 
those same ulcers for a [17] lot less money. 

Is there any one of the parties or their counsel 
here that has anything to say in connection with 
the Special Master’s interim report? (No response. ) 

Is there any objection to the interim report as it 
ix now filed? There is none filed in writing. (No 
response. ) 

Is there any objection at all? 

Mr. Chapman: I think the only thing, your 
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Honor, was the statement that Mr. Walker just 
now made—and it is not in the report, as I under- 
stand it—that was that the turnback of the assets 
to the Long Beach Association had been completed. 
I think if his statement is limited to the assets 
which were in the Association at the time Mr. Am- 
mann returned the Association to its officers and 
directors, the statement is correct. But it is my 
recollection there is quite a few millions of dollars 
still in court which we think may be court assets if 
we don’t settle the case. 

With that one exception—and then there is the 
question of the San Francisco Bank Stock and the 
Los Angeles Bank stock—I have no objection to the 
report as filed on behalf of Long Beach. 

The Court: I had understood Mr. Walker’s 
statement to mean that there had been a turn-back 
of the physical assets and properties and evidences 
of property at the home office of the [18] Associa- 
tion. 

My. Chapman: That is as I understood it, your 
Honor. 

Mr. Walker: I will certainly accept Mr. Chap- 
man’s suggestion. It is entirely correct. I thought I 
had covered it by saying ‘‘sibject to final account.’* 

Mr. Westover: There is just one thing, Mr. 
Walker. There is a bond mentioned in your peti- 
tion. I take it that that has been filed with the 
Clerk of the court, the former conservator’s bond 2 

The Court: The $100,000 bond of Ammann? 

Mr. Westover: The Home Indemnity Company 
bowaenNo, Xl-72239. 
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The Court: There is in the possession of the 
Special Master the bond of Ammann in the sum of 
$100,000. 

Mr. Westover: That is why I wonder if it would 
not be appropriate to have it filed. 

The Court: This bond will be filed simulta- 
neously with this report with the Clerk. Did you 
file it? 

Mr. Walker: That is what I am wondering, your 
Honor. I am a little in doubt. Some little time 
elapsed between the preparation of that and subse- 
quent to it I had numerous discussions with Mr. 
Chapman over the bond. It was my intention to file 
it. I am just wondering if I shipped and did not 
file it. It can be filed at any time if the court desires. 

Mr. Chapman: If it has not been filed, you will 
file it? [19] 

Mr. Walker: I will file it immediately. 

The Court: Very well. 

Now as I understand your request, it is that a 
total fee of $50,000 be fixed for your services not 
only in connection with the turn-back and the elec- 
tion, but also in connection with your services as 
special master on the discovery proceedings ? 

Mr. Walker: Well, I had asked that the dis- 
covery proceeding portion of it be deferred, your 
Honor, for the reason that it might lead into some 
eontention with the Home Loan Bank of Los An- 
geles and the Home Loan Bank of San Francisco, 
which I didn’t feel need come into it at this time. 
The amount of such services would be, I would say, 
relatively small, about three weeks work involved. 
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The Court: Very well. 

Mr. Westover: Might L ask your Honor to 
elarify this so that we may understand it? 

Does Mr. Walker have in mind that the assistance 
he has given in connection with the negotiations 
for settlement, the trips to Washington in February 
of 1948, and I think there was one trip to Salt Lake, 
according to your petition, im connection with the 
settlement, are those included in the present petition 
and under consideration by the court ? 

Mr. Walker: Yes. 

Mr. Westover: It is only the preliminary inspec- 
tion of [20] the San Francisco books. — 

Mr. Walker: That is all. 

The Court: Has anvbody else anything to say? 
(No response. ) 

I will submit the matter. 


[Endorsed]: Filed July 8, 1949. 
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(Proceedings had at the offices of the Los 
Angeles Branch of the Federal Home Loan 
Bank of San Francisco, Fifth Floor, Chester 
Williams Building, Los Angeles, California.) 


The Court: Very well. We will get the appear- 
ances here. We will go right around the table. 

Your name, sir? 

Mr. Priest: My. Priest of O’Melveny & Myers. 

Mr. FitzPatrick: Richard FitzPatrick. 

The Court: Mr, Whyte. 

Mr. Angell. 

Mr. Fitting. 

Mr. Bishop. 

Mr. Dusenhbery. 

Myr. Gilbert. 

Mr. Chapman. 

And Mr. Westover. 

Is that all the appearances? (No response.) 

And they each represent their respective parties 
that they have heretofore appeared for im _ the 
record. 

And the special master is here also. 

The Court has convened here this morning in con- 
nection with the reference to a special master for 
discovery proceedings on the motion of the plain- 
tiffs in connection with the [5*] records of the San 
Francisco Bank. At the conference in chambers the 
other day it was indicated by all parties that it 


* Page numbering appearing at top of page of original Reporter’s 
Transcript of Record. 
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might be helpful in the expedition of the matter if 
I were to come here and sample copies of the vari- 
ous records about which there seems to be some 
controversy, that they might be submitted and a 
determination made, if possible, as to whether or 
not they were inspectable at the present status of 
the proceedings. 

I wonder if anyone has here a copy of the motion 
for summary judginent by the San Francisco Bank? 

Mr. Bishop: I have, vour Honor. 

The Court: And a copy of the motion for sum- 
mary judgment by the ten northern associations? 

Mr. Bishop: No, not those. 

The Court: The discovery is made in connection 
with that. That is the motion for discovery. Do vou 
have a copy of the motion for discovery and the 
supporting affidavits that were made in connection 
with the motion for summary judgment of the San 
Franciseo Bank? 

Mr. Bishop: This is the notice of motion and 
supporting documents for Rule 34 proceedings. And 
that is a copy of it. 

The Court: That is the summary judgment of 
the San Francisco Bank? 

Mr. Chapman: I have the documents, vour 
Honor, for the ten northern associations by their 
80 officers. [6] 

The Court: Very well. 

Mr. Chapman: We will have these back after 
the hearing? 

The Court: Yes. I will give them back to the 
clerk and he can redistribute them. 
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And the motion for discovery. 

This is the motion for the production of doeu- 
ments. 

Mr. Bishop: Under Rule 34. 

The Court: Yes. That is the plaintiff's motion. 

Mr. Bishop: And there is nothing in that mo- 
tion relating to the motion for summary judgment. 

Mr. Chapman: I would like to challenge that. 

The Court: Let me see vour motion for sum- 
mary judgment. 


(The documents referred to were passed to 
the court.) 


Mr. Chapman: I have a copy, your Honor. 

The Court: Now, the preliminary report of the 
special master, may I have that? 

Mr Bishop: Here it is, your Honor. Maybe we 
had better put our initials on these documents? 

The Court: The clerk is writing evervone’s name 
on each document as he receives it. 

Mr. Bishop: That is fine. 

The Court: Now, where is the order for inspee- 
tion ? 

Mr. Chapman: The preliminary order or the 
second one? 

The Court: All of them. 

My. Bishop: Did you want to see our original 
opposition [7] to Rule 34 with points and au- 
thorities ? 

The Court: Yes, let me see that. 

Mx. Chapman: This is the order for preliminary 
inspection, vour Honor. 
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The Court: If I understand correctly, many of 
the files indicated in the special master’s pre- 
liminary report, which was filed and which is dated 
November 26, 1948, I believe—that date indicated 
on here—that were then in San Francisco and 
Portland, have since been moved here, or does that 
report still correctly state the records that are in 
Los Angeles? 

Mr. Bishop: No records as such have been 
moved between the various offices, the three offices, 
except in the ordinary, regular and usual course of 
business. Substantially they are the same. 

The Court: Then what I should be concerned 
immediately with are the reports that are in the 
Los Angeles office, as indicated by the special 
master’s report. 

Mr. Gilbert: Yes. If your Honor would refer 
to Exhibit K of the special master’s report, that 
document is identical with ExInbit No. 1 in these 
proceedings, and sets forth on pages 8 and 9 of 
Exhibit K the documents which were first desig- 
nated by the parties for examination and to which 
objection has been made. That probably will be the 
first order of business, 1 would assume. [8] 

Mr. Chapman: That would be pages 55 and 56 
of the report. 

The Court: Yes. In any event, we are not and 
cannot be concerned today with the matter of the 
immediate inspection of documents whieh this re- 
port indicates were then kept, and still are, in both 
San Francisco and Portland. 
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Mr. Chapman: That is correct. 

Mr. Gilbert: That isaight. 

The Court: Which one of your designations, Mr. 
Walker, shows the records in Los Angeles? Is that 
Exhibit K? 

Mr. Walker: I believe it is K. 

The Court: Headed ‘‘List of Files and Records 
in the Office of the Los Angeles branch of the Fed- 
eral Home Loan Bank of San Franciseo.”’ 

My. Walker: I have a supplemental list, a list 
of documents which have been requested and to 
which access has heen refused here. 

The Court: If you will hand that to me. Now, 
just a minute. I have one more document to read. 
As I recall, after the special master filed his pre- 
hminary report there was a further hearing in 
court which resulted m the order filed December 
2nd, and signed December 2nd, 1948. 

Mr. Chapman: ‘That is correct. 

The Court: That is the order under which we 
are here proceeding? [9] 

Mr. Chapman: That is correct. 

The Court: Mr. Bishop stated a moment ago 
that in the motion for inspection no statement was 
made concerning the motion for summary judg- 
ment. That may well be so. But nevertheless at the 
time of the hearing of that motion I reeall dis- 
tinctly that the point was made that the inspection 
was necessary in order for both the Los Angeles 
Bank and the plaintiff association to properly op- 
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pose that motion, and from time to time the court 
has continued the hearing on the motions for sum- 
mary judgment, and my recollection is that upon 
either each or various of the occasions, if not upon 
all of them, indicated that it would have to be de- 
ferred, first in view of the settlement which did not 
materialize and, secondly, until the completion of 
the discovery proceedings. [10] 


Mr. Walker: Then all of the files listed here, 
LA-10 to LA-35 inclusive have been produced, 
sealed and are subject to your ruling as to their 
accessibility. 

The Court: Mr. Walker, as special master, you 
have been sitting in on this; it is not my purpose 
and intent to sit throughout this inspection. 

The docket and the calendar of the court won’t 
permit it unless I am to completely abdicate my 
position as to all other litigation and all other hti- 
gants. Perhaps you can suggest at this time samples 
of files which might be submitted to me in order 
that I might make some indicative ruling to expe- 
dite the inspection and at least look forward to 
some ultimate day when it can be concluded. 

Mr. Walker: To the general group of super- 
visory files, I believe that will have to be developed 
by evidence. 

The Court: Where are they designated here? 

My. Walker: ‘The only supervisory file is LA-12. 

The Court: You said there were three classes: 
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one, the collateral, two, the supervisory files and, 
three—— 

Mr. Walker: Just the bunch listed from LA-10 
to 35 there. Objection was made to all of those. They 
do not fall into a class, however. They are each 
independent. 

Mr. Westover: This is simply a list of the actual 
exhibits that have been stamped. This does not pur- 
port to be a list of the items requested to be in- 
spected. [17] 

Mr. Walker: ‘That is right. 

The Court: These are the items which have been 
requested to be inspected which he has reached up 
to this time? 

Mr. Westover: I beg your pardon, that is exactly 
what I was afraid of; at least not according to my 
understanding is it that way. There have been a 
great many items requested on which examination 
was refused. 

The Court: In addition to these? 

Mr. Westover: Yes, which are not on this list at 
all. This is only the exhibit list. 

Mr. Walker: We simply have not been able to 
get all of that on the record. 

In other words, we are trying to take a big swal- 
low instead of a bite at a time. Request has been 
made, or designations have been made, of all of the 
supervisory files. Access to those has been generally 
refused, but the individual files have not vet been 
produced to me for sealing. [18] 
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Mr, Bishop: Could I present for your consider- 
ation, first, the collateral control file which may be 
the answer without having to examine all those? 
They don’t have to have the name of each party. 

The Court: I just want to see file No. 119, to 
see the shoals 

Mr. Bishop: Well, I guess I look like an ambu- 
lance attendant with this. IT don’t think this is a 
cadaver yet. 

The Court: This drawer which Mr. Bishop has 
wheeled in to me—what is it? 

Mr. Bishop: It is a steel drawer and standard 
filing [40] cabinet. 

The Court: The tab at the end is indicated ‘‘ Ari- 
zona,’’ and underneath that ‘‘ Phoenix.”’ 

This drawer is 119? 

Mr. Bishop: Yes, sir. That contains all the col- 
lateral, notes, trust deeds and mortgages of just 
that one organization. 

The Court: I see that there are 14 folders in it. 
What is the key or system for the folders? 

Mr. Bishop: They are filed by loan number. 

The Cowt: They are all by loan number so if I 
take one of these at random—Mr. Noon, if I take 
one of these at random it will be a sample of what 
is in all of the other 14? 

Mr. Bishop: Except one other clarification. 
Some are GI loans, some are Federal Housing loans 


and some are conventional loans. 
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The Court: Are these marked GI loans those 
which are GI loans? 

Mr. Noon: That is right? 

The Court: Let’s take one at random here that 
is not too big. 

Here is a little one. This is marked ‘‘First 
Federal Savings & Loan of Phoenix,’’ and there is 
a key number on here that appears to be—well it 
is the second file in the book. 

Mr. Chapman: As your Honor examines the file, 
may I ask [41] you to see if these are documents that 
have or have not been recorded? I did not have a 
chance to examine them and do not want to make 
any assertions. 

The Court: All right. Now, I will state without 
disclosing the name of the party, I have here what 
is referred to as Loan No. 1752. On the face of the 
principal note it is in the sum of $4000 and is dated 
August 27, 1941. 

Payable in monthly installments of £36, payable 
on the 27th day of each month beginning December 
27, 1941, at the interest rate of 6.6 per annum. De- 
linquency at the rate of 7.6 per annum. 

It is signed by two parties who I would guess, 
from the similarity of their names, are man and 
wife, and giving a street address. 

On the back are two rubber stamps, one a little 
square one with the initials ‘“T. E. ©.” And also the 
letters ‘‘FHL-BB.’’ 

There is a large rubber stamp, ‘‘Pay to the order 
of Federal Home Loan Bank of San Francisco, 
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First Federal Savings & Loan Association of 
Phoenix.’’ It has two signatures on the back, 
“George E. Leonard, Vice President,’’ and the sig- 
nature, ‘‘Agnes Krogh, Assistant Secretary.”’ 

Also imprinted in it is a seal, ‘‘Phoenix First—”’ 
something or other. 

Attached to it is a loan number in pencil, 1752, 
and a [42] document entitled ‘‘Realty Morteage,”’ 
bearing the same date and covering property de- 
seribed, ‘‘In the County of Maricopa, State of Ari- 
zona,’’ and acknowledged by the makers. Also ap- 
pears a rubber stamp on it, again inspected by 
“T.E.C.”’ Also the letters again, ‘‘FHLBB,’’ and on 
the title side it is indicated to be a realty mortgage 
from blank to First Federal Savings & Loan of 
Phoenix, filed and recorded at the request of the 
Phoenix Title and Trust Company, August 29, 1941, 
at o’clock 9:00 a.m., book 341, then the letters 
“NGS,” at page 33, and then a rubber stamp. 

‘‘Roger G. Laveen, County Recorder, by Milo Le 
Baron, Deputy Recorder.’’ Also appears the figures 
644:55°’ and a verification, ‘‘State of Arizona, 
County of Maricopa, ss: 

“T, Roger G. Laveen, County Recorder in 
and for the County and State aforesaid do here- 
by certify that the within instrument was filed 
for record at 9:00 o’clock a.m. on this twenty- 
first day of Angust, 1941, and duly recorded in 
book No. 341 of NTGS records of Maricopa 
County, Arizona, at page 33. 
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“Witness my hand and official seal the day and 
year first above written. 
/s/ “ROGER G. LAVEEN, 
‘‘County Recorder. 


‘By BLANCHE DAVIS, 
‘‘Deputy.”’ 


And reading further on this document, ‘When 
recorded [43] return to First Federal Savings & 
Loan Association of Phoenix, 30 West Adams Street, 
Phoenix, Arizona.’’ 

Well, glancing through this file hurriedly, it seems 
to be nothing more or less than a file containing a 
series of similar documents and they all appear to 
have been recorded and certified and the affidavit of 
recordation. 

Mr. Chapman: Since Your Honor has provided 
the information, I would like to make the additional] 
point that even with the Supreme Court decision we 
have cited and the fact that we think nothing could 
be confidential, that it would be somewhat difficult 
for a document affecting real estate, which has been 
made a public record, to be confidential against the 
stockholders of the bank. 

The Court: In the middle here is a pink tab. It 
says, ‘‘First of Phoenix.”’ 

That is just for convenience and does not con- 
tain any division, isn’t that right? 

Mr. Noon: That is right. 

The Court: I will take a GI loan here. From an 
examination of this, the number which I read indi- 
cated in pencil on that first one, whieh was No. 1752, 
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they appeared to be filed in this drawer numerically, 
from the lowest in the front on up. 

Well, I have taken at random here what is ealled 
a GI file and again without disclosing the name of 
the makers— [44] it is punched here. I euess that is a 
loan guarantee certificate, bearing No. ‘‘VA Loan 
4835L-07LH-G-2616 Arizona,’’ to lending institution 
printed name and address, ‘‘Federal Savings & 
Loan Association of Phoenix. Date of this certifi- 
eate, May 20, 1947. Date of loan 4-9-47. 

‘‘Amount of loan $675, Section 505. Full name of 
veteran, last, first and middle.’’ 

That is typed in. 

“Serial No. N 811 0891. Escrow to earmark: 
None. 

‘*Printed subject of Serviceman’s Readjustment 
Act of 1944, as amended. Public Law 268, 79th Con- 
eress and regulations issued thereunder to the date 
of this certificate, 100 per cent of the indebtedness 
outstanding from time to time under the loan iden- 
tified above is guaranteed. 

‘‘Administrator of Veteran Affairs, by John D. 
Anderson, Phoenix, Arizona.’’ 

Then there is a rubber stamp, ‘‘John D. Ander- 
son, acting loan agent.”’ 

Then over here it reads, ‘‘ Veterans Administra- 
tion Form 1946-4-1949. U. S. Printing Office 19-46- 
)-683668-415.”’ 

There is a rubber stamp on there, a circular one, 
‘Inspected T. E. W.” 

ere is another stamp, ““PHLBB.”’ There is 
nothing on the back. 
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Attached to it is VA Form 4-6301A, Home Loan, 
August, [45] 1946, use optional. 

Then it reads here, ‘‘Serviceman’s Readjustment 
Act 38USCA694A, acceptable to RFC Mortgage 
Company.”’ 

Typed in is, ‘‘Eserow 65677-DEC-ML.’’ Then 
printed, ‘‘Arizona,’’ written in ink, ‘‘Loan No. 4835, 
Mortgage Note. Dated Phoenix, Arizona, April 9, 
1947, in the amount of $675,’ and signed by two 
parties. Then there is some further reading on here, 
‘“This is to certify that this is the note described in 
and secured by mortgage on real estate situated in 
Maricopa County, State of Arizona. Dated 15th of 
April, 1947. 

‘‘Dorothy Cushman, Notary Public,’’ with seal. 

On the reverse side is a rubber stamp in the same 
form as on the other loan, ‘‘ Pay to the order of the 
Federal Home Loan Bank of San Francisco. First 
Federal Savings & Loan Association of Phoenix, by 
C. Oscar Nelson, Vice President, and John C. 
Potter, Assistant Secretary.’’ 

Attached also is a mortgage with the Form Num- 
ber, “VA Form 4-6301A, Nome Loan, August, 1946, 
use optional, Serviceman’s Readjustment Act, 
USC,” and so forth. ‘‘Acceptable to RFC Mortgage 
Company.” 

Then the following form, ‘‘Mortgagor conveys to 
the mortgagee forever the following described prem- 
ises lying and being in the County of Maricopa,” 
and then there is a description. [46] 

It is signed at the end and dated the 9th day of 
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April, 1947. Across the face of the document ap- 
pears a rubber stamp and other information. 

‘“‘T hereby certify that the within instrument was 
filed and reported at the request of the Phoenix 
Title and Trust Company, April 18, 1947, at 9:00 
a.m. in Book 442 mortgages on pages 217, 218, 219. 
Witness my hand and official seal,’’ and other per- 
tinent information on there as to the county re- 
eorder. Perhaps I had better read that. 

‘Witness my hand and official seal the day and 
year aforesaid, Roger G. Laveen, County Recorder, 
by Paul A. Thomas, Deputy Recorder.” 

Now, glancing through this file, without an exami- 
nation of each one, they seem to follow the same 
sequence, a loan guarantee certificate and mortgage 
and note; a mortgage to have been recorded. I have 
seen all I want to see of that file. [47] 


* % *¥ 


The Court: The file that I first examined con- 
tains 25 sets of notes and mortgages. The num- 
bers are not indicative, that is, the numbers typed 
on here are not indicative of the number in this 
file because I sec the first one is 1752 and the next 
one is 1759 and the next one is 1768. 

All of these in this file are dated in either 1941 
or [49] 742. 

Mr. FitzPatrick: The young lady has informed 
me that the record you have there shows the total 
number of pieces in that drawer. 

Mr. Chapman: Did I hear your Honor cor- 
rectly that all of the trust deeds are dated 1941 and 
42? 
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The Court: All these in the file that I picked at 
random and examined. 

Mr. Chapman: That would be prior to the LA 
Bank seizure. 

The Court: That is correct. It would appear to 
me that in any event it would not be necessary, if 
you are only interested in the changes to examine 
trust deeds and notes prior to the date of the seizure. 

Mr. Chapman: That is the only kind of notes 
and trust deeds that could be in existence to be 
assigned to the Los Angeles Bank. They would have 
had to be in existence before 1946 to be the subject 
of collateral. 

The Court: That is correct, but what they have 
and are assigned they have. Any changes that they 
have made, that is to say, if there has been any 
substitution of any other collateral for the collateral 
that existed on that date and any loss or gain would 
be reflected in notes and mortgages and collateral 
subsequent to that date. 

Mr. Chapman: Not necessarily. Speaking only 
from our [50] own Association, and I have had no ac- 
cess to these books, it is obvious that you don’t pledge 
all your collateral but only enough to pledge the 
loan that you may seek at any particular date. As 
the loan balance goes up you need more collateral 
and as it goes down collateral is released. 

The Court: You mean there is a question of 
whether or not these instruments of collateral in 
drawer 119 are assigned or merely deposited for 
safe-keeping ? 

Mr. Chapman: Not only that question, but the 
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question of whether these were or were not assigned 
to the Los Angeles Bank, whether they were gotten 
by the San Francisco Bank after it was supposedly 
ereated or were gotten by seizing this collateral 
when they took the Los Angeles Bank. And the 
only way that that ean be traced 

The Court: Is by the date of the assignment? 

Mr. Chapman: No, the assignments are not 
dated. That is why we have to go to each one and 
then check it against their ledger eontro] and some 
other books. [51] 


* * % 


The Court: Just a moment. I find here one 
very long assignment made the 15th of June, 1946, 
and the form is typed out, with the words ‘‘Los 
Angeles and San Francisco.’’ I suppose that that 
was a re-exeeution or an assignment of San Fran- 
eisco of the loans theretofore assigned to Los 
Angeles? 

Mr. Chapman: That is one of the things we 
want to know. 

Mr. Walker: ‘That can be checked by the col- 
lateral ledger sheet to see how many loans were 
here previous to that time. 

The Court: Would not the San Francisco Bank 
have retained in its file the previous assignment to 
the Los Angeles Bank ? 

Mr. Chapman: That is what we hope to [62] 
find. 

The Court: But itis behind the string. 

Mr. Bishop: They put it in because they didn’t 
want to go back any further than that date, vour 


278 John H. Fahey, et al., 


Honor. That was merely for the convenience of all 
parties. 

Mr. Angell: I would like to make this observa- 
tion, your Honor, that any record made today of 
the collateral up to secure anything that was there 
as of the time of the take-over would be absolutely 
useless for any accuracy purposes tomorrow or the 
next day or all the time in the future because they 
are changing all the time, and they are taken out 
and others put in to take their place, some of them 
are paid off, notes are paid, and so on. 

The Court: It would seem to me that those that 
were executed prior to the seizure, if they are still 
retained in the files, would be material and should 
be examined at the appropriate time. That is, 
these back of the string. 

Mr. Angell: In an accounting action after it 
has been determined that they have a right to dis- 
solve the San Francisco Bank, it would be quite 
pertinent. 

Mr. Chapman: Your Honor, it might be pos- 
sible that the Los Angeles Bank would want to 
replevin some of these instruments. We had the 
books and records before they took them away 
from us. It is one of the rights we have at law. 
We have a right at least to see the records they 
took away from us to determine what legal reme- 
dies we want to exercise as to the [63] material that 
we claim was unlawfully seized from us. I can’t 
see any ground on which they deny us access to 
our own books merely because they took them away 
from us. 
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These are the records of the Los Angeles Bank 
that we are asking to sce. Now, in the tracing 
down into the San Francisco Bank—and our mo- 
tion is directed to all three banks—your Honor 
says later, some other time. [64] 


% * * 


February 7, 1950—10:00 A.M. 
* a * 

Mr. Westover: May we have Mr. MacGuineas’ 
representation, your Honor ? 

Mr. MacGuineas: I am appearing here, a mem- 
ber of the Department of Justice staff, appearing 
for the United States in connection with the claim 
of privilege which was filed in the clerks’ office 
yesterday, copies of which have been served on 
counsel. 

Mr. Chapman: I received mine a couple of 
hours ago. 

The Court: Are you appearing for the United 
States only? 

Myr. MacGuineas: I also am appearing for the 
so-called ‘‘ official defendants.’ 

The Cowt: Very well. [16*] 

* * oy 

Mr. Chapman: I am not aware that the United 
States was a party to these proceedings. 

The Court: It is not. The claim of privilege 
here is by the United States, but we will get around 
to that. [17] 

oes 
The Cowt: The Board is asserting privilege as 
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to all supervisory files, as I read this claim of 
privilege, but as I understand the letter from the 
Board they are also willing to produce all of the 
files, the supervisory files, for examination under 
the broad outline that I have indicated here, except 
those that they believe are of imminent public in- 
terest to remain confidential. 

Mr. MacGuineas: I would be happy to explain 
the position, if this is the appropriate time to do it, 
your Honor. 

Mie Comet: Iethiink itis, 

I have read this letter here. The lettéf is ad- 
dressed to the Honorable Judges of this court and 
is on the letterhead of the Housing and Home 
Financing Agency, Home Loan Bank Board, and 
it is signed not on behalf of the United States of 
America, or by—that is, it does not appear—but it 
is signed by William K. Divers, Chairman. The 
last paragraph of the letter reads: [23] 

‘‘In a spirit of cooperation with the judicial 
branch of the Government, we are, however, 
willing and prepared to have a designated rep- 
resentative of ours undertake immediately an 
examination of these supervisory files and de- 
termine, subject to our approval, what particu- 
lar items in them, if any, may be disclosed 
without prejudice to the public interest. We 
are willing that any such items as to which 
such determination shall be made the subject 
of the pending disclosure proceedings if other- 
wise appropriate.’ 


I realize in making that statement they are still 
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taking the position that it is their particular ap- 
proval which determines whether or not the items 
are inspectable. 

On the other hand, as far as the practical matter 
of getting along with the litigation is concerned, it 
would seem to me that if that procedure were 
adopted and inspection made of those files and 
records by the parties seeking inspection of the 
documents, they may get all of the information 
which they may desire or which may be appropriate 
for them to have, and thus would eliminate the 
determination of the question at all. Or if they 
do not do that, they will at least produce particular 
documents which the Board claims are confidential, 
privileged and not subject to court order, so that 
then a case can be made rather than a shotgun 
proceeding such as [24] this one to rule on this 
claim of privilege. 

I have read it through. It was laid on my desk 
just after Mr. MacGuineas was brought in and 
introduced to me early this morning. I read it 
through before you gentlemen came down. J am 
not familiar with all of the cases which have been 
cited. I am, however, somewhat familar with the 
general principles, having had some experience with 
the same question at other times. 

In most of these cases I notice the United States 
was a party, and in most of these cases they are, 
as I indicated the other day, an effort in private 
lawsuits to secure information from Government 
files, which, of course, should not be permitted, that 
is to say, private lawsuits between individuals and 
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private parties and not between any agency of the 
Government or one created by the Government or 
one under the authority of the United States, such 
as the Federal Home Loan Bank of San Francisco. 

So if the parties could agree to proceed with the 
inspection on the basis of this last paragraph of 
the letter, it would, as I have indicated, and if you 
will suffer me to repeat, either possibly eliminate 
the necessity for making a ruling—I am not trying 
to avoid my duty here; I think I have demonstrated 
that—but it might eliminate the necessity of mak- 
ing a ruling, and if that did not do it, it would at 
least point 1t up so that a question could ultimately 
be determined [25] as to particular documents, 
because even though the Supreme Court might say 
that I do not have the right to order them, I can 
hardly imagine that the judges of the Supreme 
Court would rule on a pig in a poke and say it is 
privileged if they have not seen it. 

I think I understand your position, Mr. Mac- 
Guineas. Have I about correctly stated it? 

Mr. MacGuineas: May I state it so that there 
will be no misunderstanding perhaps afterwards as 
to the Government’s position here ? 

The Court: Surely. [26] 


BP * * 


Mr. MacGuineas: Perhaps that is the source of 
the objection. 

J am not, however, asserting a privilege on be- 
half of the Bank. T am asserting a privilege, as I 
said, on behalf of the executive branch of the Goy- 
ernment of the United States. I think counsel and 
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your Honor ought to know that this privilege is 
not being asserted for any bureaucratic reason or 
in any doctrinaire sense of having the fear of any- 
body stepping on the toes of the Government. It 
has been a matter considered seriously by the Board 
itself. It is a matter that has been the subject of 
serious consideration by the Attorney General’s 
office and the Assistant Attorney General who is 
responsible for the supervision of this case. The 
elaim of privilege has been filed only because both 
the Department of Justice and the Home Loan 
Bank Board have a genuine, sincere, earnest feel- 
ing that these files, the files of perhaps any of these 
associations, do contain material in the nature of 
information with respect. to the operation of the 
Bank, information as to the personalities involved 
in the Bank, that information may come through 
regular examination of the associations by the ex- 
aminers, it may come perhaps from an employee 
of the association, it may come from an outsider, 
it may contain a charge which upon investigation 
would be proved to be totally without merit, pure 
rumor or scandalous gossip. [27] 

Not only is it important to the successful super- 
vision by the Home Loan Bank Board of these 
savings and loan associations that it be given all 
possible sources of information with respect to the 
proper conduct or the improper conduct of these 
associations, but 1t is equally important that any 
persons who see fit to furnish that information he 
protected by having that treated as confidential so 
that there may be no opportunity for coercion or 
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reprisals or any other inducements placed upon 
them which would, in the long run, shut off the 
source of information to the Home Loan Bank 
Board. 

That being the case, the Board is eager to go 
just as far, and the Department of Justice approves 
its going just as far, as we conscientiously feel that 
we can to make material in the supervisory files 
available to the litigants in this ease. 

To that end the Board has indicated in its claim 
of privilege that it will immediately assign a spe- 
cial employee of its to make an examination of the 
files. I understand that those files are decidedly 
bulky, that the mere going through those files of 
the associations would take a considerable time. 
But in any event the Board is prepared to have 
that done and to segregate the material and only 
such material as is in the nature of which I have 
indicated which the Board deems that it would be 
genuinely detrimental to the efficient operation of 
its supervision of these associations will be [28] 
withheld from discovery. Any other information 
in those supervisory files will be produced, and will 
not be objected to unless—of course, I am not now 
waiving the right to make any other objections, 
such as attorney-client relationship or that sort of 
thing. [29] 

* * $ 

I think the order ought to enlarge the powers of 
the special master. It might, in predication wpon 
the last paragraph of this letter from the Home 
Loan Bank Board, and reserving all questions of 
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ruling upon either the claim of privilege or any- 
thing else, provide that the inspection should pro- 
ceed at some designated time, and I think that the 
Board should designate—I think if they could 
designate it in time to put it in the order—the 
names of the parties, that that party would be 
designated to produce the records before the spe- 
cial master. 

Mr. Walker: Can you indicate now who that 
might be, Mr. McKenna? 

Mr. MacGuineas: I think we will have to tele- 
phone the Board, but we should be able to get a 
reply today, and then the person designated ean 
appear in the order. 

The Court: I do not think the order need con- 
tain much else. You have findings here in connec- 
tion with your order which, had we been compelled 
to proceed this morning without [37] the offer 
made by Mr. MacGuineas, I would have had to pass 
on. But I do not think that in view of that, that 
that would be an appropriate time to pass on find- 
ings of fact concerning the actual custody of the 
records. The record will have to speak for itself, 
and in the event the question does arise why that 
will be an appropriate time to give consideration 
Lon it. 

Mr. MacGuineas: May I suggest that it would 
be appropriate in the recitals to refer to the claim 
if privilege, that it has been filed ? 

The Court: Certainly it would. [88] 


* * * 
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March 6, 1950—10:00 A.M. 
(Other court matters.) 


The Clerk: No. 5421-PH, Civil, Mallonee v. 
Fahey, consolidated with No. 5678. 

The Court: Item No. 1, hearing on report of 
parties herein on progress made in re negotiations 
for settlement. That will be continued on the eal- 
endar. 

No. 2, hearing on order to show cause directed to 
the Federal Home Loan Bank for an order of dis- 
solution, likewise. 

No. 3, hearing of defendant and cross-defendant 
Federal Home Loan Bank for summary judgment, 
likewise. 

No. 4, hearing on motion of defendants Boynton, 
et al., for a summary judgment—the motion to dis- 
miss I understand was granted in that. It is 
marked here as still being on the ealendar. 

Mr. Chapman: The motion to dismiss was 
granted ? 

The Court: The motion to dismiss was passed 
on. It was denied. Mr. Clerk, that was denied 
some time ago and the motion for a summary judg- 
ment will be the matter still carried on the ealen- 
dar. 

No. 5, hearing on report of Ronald Walker, spe- 
cial master, as to how inspection of the San Fran- 
cisco Bank is progressing, pursuant to order there- 
for granted 12-8-48. 

Ready on that? [8*] 


" *Page numbering appearing at top of page of ori 
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Mr. Walker: Ready, your Honor. 

The Court: And No. 6, hearing on motion to 
approve interim report of special master, filed 
2-27-50 on discovery proceedings and accounting re 
Ammann. 

Are you ready on that ? 

Mr. Walker: Ready. 

The Court: No. 7, hearing on petition of spe- 
cial master for interim allowance, filed 2-27-50. 

My. Walker: Ready. 

Mr. Chapman: Your Honor, I obtained 27 
pages of objections about 15 or 20 minutes ago, and 
I think we ought to at least read them, even if we 
don’t read the authorities cited. We will be ready 
this morning, but it will be a little while. 

Mr. Westover: I might say, your Honor, I 
haven’t even received them yet so I don’t know 
what they are. 

The Court: Have you received them, Mr. 
Walker ? 

Mr. Walker: Ihave them. 

The Court: Have you read them? 

My. Walker: Ihave read them. 

Mr. Fitting: If the court please, we would like 
to file the objections of the official defendants to the 
petition of the special master for interim allowance 
upon fees, and may the record show that we have 
served here in the courtroom with copies of this 
objection Mr. Chapman, Mr. Westover and My. 
Walker. [4] 

The Court: He savs he has not received them. 

Mr. Westover: That is from the Government. 
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That is only a 2- or 3-page deal. The 27-page deal 
I haven’t received. 

Mr. Chapman: I got mine from counsel of the 
San Francisco Bank. 

The Court: Very well. Mr. Chapman, Mr. West- 
over 

My. Fitting: Mr. Walker, Mr. Angell, Mr. Bishop 
and Mr. Whyte. 

Mr. Chapman: May the hour of service be 
shown, your Honor? I got mine 5 minutes of 10:00. 

Mr. Fitting: Between 5 minutes of 10:00 and 10 
minutes after 10:00, I would say. 

The Court: Very well. 

Mr. Westover: May the record show that I am 
now receiving from Mr. Bishop the San Francisco 
Bank's objections? 

The Court: At 10:15? 

Mr. Westover: Yes, 10:15. 

Mr. Angell: We are not required to serve that 
on them. We are only required to serve it on the 
one who is making the request. We would be glad 
to do it as a matter of courtesy, but we have filed 
our objections and served the special master by 
10:00, which we have done. I have no more copies, 
but I will send you one, Mr. Whyte, if it will be 
satisfactory to you, and M1. Tremaine, and any 
other counsel that want them I don’t know that 
they are interested in it. [5] 

Mr. Chapman: I think your Honor should be 
directed to rule according to our local rules which 
require filing on all parties and the time of filing 
within 5 days of the motion. 
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The Court: Yes, that is correct. 

Mr. Chapman: I am concerned obviously in the 
handling of any matter connected with this ease. 

The Court: There are a great many parties to 
the proceedings here and I think they are all en- 
titled to service of anything which affects either 
the issues or affects the deposit of money in court. 
Naturally, anything that affects the deposit of 
money in court affects the issues. 

Mr. Chapman: I think we ean be ready if we 
have a little time for reading, perhaps in the library. 

The Court: Very well. J will mark Item 7 with 
a question mark then as to whether or not the 
parties are ready, and take up No. 5 and No. 6 
which appear to be practically the same thing, re- 
port of the special master on discovery proceedings 
and accounting of Ammann. 

Is that a written report? 

Mr. Walker: I believe that is included in my 
other report, your Honor. 

The Court: It is included in the other report? 

Mr. Walker: It is included in the other report 
which accompanied the application for fees. 

The Court: Let me see his petition for fees, or 
whatever [6] it is that you have here this morning, 
Mr. Clerk. 

(The document referred to was passed to the 
court. ) 

The Court: The objections are filed. This is the 


answer of Federal Home Loan Bank. That was 
filed this morning at what time, Mr. Clerk ? 


290 John H. Fahey, et al., 


The Clerk: I do not know, your Honor, but it 
was before 10:00 o’clock. 

The Court: This answer of Federal Home Loan 
Bank, the objections, the 27-page document. 

The Clerk: It was filed before 10:00 o’clock. 

The Court: Between 5 minutes of 10:00 and 
10 :002 

Mr. Bishop: No, 18 minutes to 10:00, your 
Honor. I filed it. 

The Court: Where is the Government’s objec- 
tions which they just filed? 


(The document referred to was passed to the 
court. ) 


The Court: The Government has raised nothing 
new here except the grounds of jurisdiction which 
vou have heretofore raised? 

Mr. Fitting: I believe that is right. 

Mr. Walker: I might say that that is the basis 
of both objections. They are simply seeking to 
preserve the jurisdiction to the entire proceedings. 

Mr. Fitting: Our objection is solely as to juris- 
diction. 

The Court: <All of the matters which have here- 
tofore been [7] raised and 1 have passed on? 

Mr. Fitting: Yes, your Honor. 

Max. Walker: The objections of the Bank goa 
little further than that m that they object to the 
payment or assessment of any fees against funds 
of the Bank as such on jurisdictional grounds. 

The Court: As 1 remember, your request is for 
the allowance of fees and that vou do not direct vour 
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request to any specifie sum or fund on deposit. 

Mr. Walker: No, your Honor. I intend to 
request that they be paid out of the funds of the 
Long Beach Assoeiation which are in court subject, 
of course, to any ultimate assessment against any 
of the parties to the aetion, which would come at a 
later time. 

Mr. Chapman: That isn’t the way the other al- 
lowances were made. They were generally from the 
funds impounded in court. We certainly think that 
any further allowances should be the same. 

The Court: I should think so. I would think 
this assessment of fees should be made generally 
from the funds impounded in court at this time 
without making a determination as to whether or 
not they are charged against Long Beaeh or anyone 
else 

Mr. Walker: That was what I intended to say, 
your Honor. [8] 

The Court: What you meant was that the Long 
Beach Association is the only one who has any 
money in court? 

Mr. Walker: Has any money in court from 
which it could be paid. 

Mr. Chapman: I respectfully disagree with that. 

The Court: M2. Tremaine has a $50,000 cheek in 
court. 

Mr. Angell: It is in a sealed envelope. We can't 
get that. 

I think for the purposes of the record we should 
make it clear what funds are in court, and [ was 
going to ask before the proeeeding is over that 
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perhaps we read into the record just what the status 
of that fund is. 

IT assume from a legal standpoint the bonds of 
$5,300,000 and the $1,000,000 in cash securing the 
notes of Long Beach to the San Francisco Bank 
are the property of Long Beach, subject only to 
the pledge for the notes if it ultimately is deter- 
mined that those notes are payable. 

The other funds that were deposited in there on 
the interpleaders, I assume are your funds. I don’t 
know anything about it because I wasn’t present 
at any of those proceedings. 

The Court: I do not think so, counsel. I think 
that up to now there have been several hearings 
where the matter was in issue as to where the money 
was coming from, and I do not propose, prior to 
an adjudication of the main issues, to [9] make a 
determination that so much of so much money be- 
longs to so-and-so, because that is what you are 
fighting over, one of the things. Whether or not 
the $6,000,000 in bonds came from the Long Beach 
Association, you claim that they are the property 
of San Francisco in heu of the note if the note is 
not paid, is that not right? That is, as seeurity for 
the note? 

Mr. Angell: Pledged for the security of the note. 

The Court: Yes. 

Mr. Angell: However, I assume we are not argu- 
ing this now, and we will want to state our position 
with respect to that before we are finished. I was 
just stating that I think we ought to show what 
funds are in there for the convenience of the court. 
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The court can take judicial notice of what is in 
there. I think it would be helpful to have it in the 
record just what those are so when counsel want 
to refer to them they will have them available. 

Mr. Chapman: That I don’t agree with, Mr. 
Angell, but I am not taking the time now to state 
our position or go into the main argument. If your 
Honor wants to hear the matter fully at this time, 
I would like to do so. 

The Court: You have made an audit of the funds 
in court? 

Mr. Angell: I have made no audit. There have 
been certain funds deposited with the clerk under 
orders of the court and there have been certain 
withdrawals from those funds. 

The Court: Yes. [10] 

Mr. Angell: And I am not familiar with all of 
the orders of withdrawal. There are a great many, 
as I understand it, long before I was even in the 
ease. But J think it would be of advantage to all 
counsel—it certainly would to me—to know just 
what the condition of that fund is, since that is 
what we are talking about. 

Mr. Whyte: Perhaps I can state it, Mx. Angell. 
J] made a request upon the custodian of those funds 
the other day to determine just what was in the 
registry. I was informed that something over a 
million dollaxs in cash was on deposit, that is, ap- 
proximately $1,200,000—I believe somewhere in that 
neighborhood—then the $5,300,000 worth of bonds 
which are securing the notes of Long Beach to San 
Francisco, plus the $50,000 check deposited by My. 
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Tremaine on behalf of his chent, together with an 
allowance of interest accrued on the bonds, which 
the custodian is unable to advise me as to the 
amount. 

Now the Los Angeles Bank, as your Honor has 
pointed out, has a claim upon those funds to the 
extent that the note of Long Beach is not paid. 
That claim has already been raised in this pro- 
ceeding. Therefore I concur in your Honor’s sug- 
gestion that no allocation be made at the present 
time as to out of whose funds Mr. Walker’s fees 
are to be paid. 

The Court: In connection with the somree of the 
funds, during the time of the argument on the mo- 
tion for an injunction [11] pendente lite to restrain 
the Board from conducting the hearing, I had the 
clerk prepare an audit of the funds. T was under 
the impression that I had filed it or that it had 
been finally incorporated in the order, but perhaps 
not. 

In other words, wherever the funds come from 
would be reflected by the elerk’s books, and wherever 
they have gone to will be reflected by the clerk’s 
books and the orders of court. 

Mi Angell: “That's right. 

The Court: I do not see how that could affect 
the allowance of a fee to the master, particularly 
where nothing can be gained at this time by assess- 
ing it as a fee out of money which belongs to Long 
Beach or to San Francisco or to the Los Angeles 
Bank or to Wallis. 

Mr. Chapman: There are other matters besides 
those, your Honor. 
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The Court: Presently, the purposes of the 
mastership are for the benefit of all parties to this 
proceeding, whether or not by the ultimate outcome 
of the litigation will remain to be seen. So it does 
not make any difference who is ultimately going to 
owe or pay the master’s fees. It seems to me that 
he is entitled to be paid, unless there is some objec- 
tion to the value of his services or some of the 
things that he has done as unnecessary. Have vou 
raised anything to that extent? [12] 

Mr. Angell: We have, your Honor, so far as the 
San Francisco Bank is concerned—very definitely. 

The Court: You mean that he has gone beyond 
his order of reference? 

Mr. Angell: As far as the San Francisco Bank 
is concerned. We are making no objection to the 
payment out of any other funds than the San Fran- 
cisco Bank. 

Does your Honor care to hear from me, or do 
you want to withhold this discussion? T would like 
to state my position clearly for the court. We have 
stated our position in our objections. We are willing 
to stand on those objections and submit it without 
argument. 

Mr. Chapman: I would still like to read them 
before the hearing is over. 

Mr. Angell: Our view of the law as to allowance 
of master’s fees does not coincide with the state- 
ment that your Honor just made, and it is our posi- 
tion very definitely that unless there be a general 
fund out of which master’s fees can be paid that 
none can be allowed as to which any fund there is 
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a prior lien on, and there was a lien on when it 
was deposited in court. [ think the cases are clear 
on that. 

We also do not agree that services rendered by 
the master were rendered for San Francisco Bank, 
but in every instance were rendered over the opposi- 
tion of the San Francisco Bank, and I think accord- 
ingly the cases are [13] 

The Court: There was no opposition of the San 
Francisco Bank to the appointment of a master. 

Mr. Bishop: We weren’t m it then. 

Mr. Angell: If your Honor please, I was not in 
the case at that time, but my understanding of the 
vecord is that the master was originally appointed 
to supervise the turn-back. 

The Court: You were in the ease when his 
powers were enlarged. 

Mr. Angell: Irom time to time thereafter there 
were specific references to the master. 

The Court: That is right. 

Mr. Angell: In each of those cases, as 1 recall it 
without referring to my notes here, you had your 
first reference with respect to the accounting 

The Court: The turn-back. 

May. Angell: after the turn-back the first 
reference was then on the accounting. 

The Court: The first reference was on the turn- 
back. 

Whe Angell: That iseright. 

The Court: And the accounting. 

Mr. Angell: Then the second one was as to the 
accounting. 
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The Court: Well, the accounting was in the 
turn-back. 

Mr. Angell: Now as far as San Francisco Bank 
is concerned, we are not involved in the accounting 
between Long [14] Beach and—— 

The Court: Then on the motion for discovery, I 
enlarged his powers and appointed him. There was 
no opposition at that time to the appoimtment. 

Mr. Angell: Well, there was objections, and very 
strenuous objections, to the discovery. 

The Court: There were objections to the dis- 
covery, but not to the appointment of a special 
master. 

Mr. Angell: Mr. Bishop states to me that there 
were objections to the reference on that. I ain not 
in a position to state. 

The Court: Perhaps my memory is in error. 

Mr. Angell: However, I would say, irrespective 
of whether we objected specifically, that if a matter 
be referred to a master where there was no juris- 
diction in the comt to allow such discovery, that 
would not make the Bank liable for any services 
rendered by a special master. 

The Court: Then basically your objection goes 
to the jurisdiction of the court. 

Mr. Angell: And also that there is no )benetits 
aceruing to the San Francisco Bank for which 
special master’s fees could be allowed. I have no 
question, your Honor, but that under the authorities 
if ultimately 

The Court: Of course we could just subpoena 
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all the books and records and I could sit here trom 
now on. [15] 

Mr. Angell: Of course, your Honor, if your 
Honor is authorizing the inspection, your orders 
authorizing the inspection is correct, then we would 
not be a party to requesting your Honor to do such 
a thing. We have no objection to it being handled 
through a master and we wouldn’t have any right 
to an objection if the order in the first instance was 
correct and within the jurisdiction of the court. 
So it is not that we wish to burden vour Honor 
with any further detail than necessary, but only 
questioning who must pay the bill. I think the cases 
are pretty clear that he who reqnests that the par- 
ticular hearing or collateral matter in the main 
suit, or even in the main suit itself, must pay the 
bill until the final determination of the case at 
which tine it can be assessed as part of the cost. 

We further take the position that even though 
the San Francisco Bank might be hable for special 
master’s fees in the inspection, that it could not 
be allowed out of the funds in the registry of the 
court because there is a specific fund covering a lien 
and they are not a general fund out of which fees 
for masters or attorneys or anyone could be allowed 
until the final adjudication of the rights of the 
parties in those funds. Those funds are claimed 
under the interpleaders that put them in there, that 
they belong to the Los Angeles Bank. They are also 
claimed that they belong to Long Beach. But the 
notes were issued without any security. [16] 

So unless and until there is an adjudication on 
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those main issues, it is our position that that stands 
there as a trust fund, it has a lien to cover the rights 
of the parties of those notes. 

The Court: In view of the fact that the service 
was so late in connection with these matters, you 
are the only one who is not talking in the dark con- 
cerning your objections. 

Mr. Angell: JI am very sorry, your Honor. 

The Court: It is in response to my general ques- 
tions and perfectly all right, but I think that all 
counsel are entitled to examine this document. Now 
I have some other matters on the calendar—I do 
not know how long they will take; there is a default 
matter and a petition for a writ of habeas corpus. 

Mr. Chapman: We could recess to the library 
and read some of these authorities that are men- 
tioned. I haven’t had the advantage of even getting 
that part of his objections yet. And if your clerk 
will come down when your calendar is clear, there is 
a possibility that we will be through. 

Mr. Angell: I am very sorry. I always attempt 
to accommodate counsel, but I was not served with 
the master’s report until we were bere last week— 
that was the middle of the week—and the time to file 
was gotten at my request and I apologize. 

The Court: Maybe we had better put it over until 
next [17] Monday. 

Mr. Westover: Your Honor please, I think in 
view of Mr. Angell’s position, which I do not agree 
with at all and would like to be heard in response 
to as to the ultimate outconie— 
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The Court: Everybody will get a chance to be 
heard. 


Mr. Westover: -———I would hke to have an op- 
portunity to at least read the objections to see what 
they are. 


The Court: I will just defer it on the calendar 
this morning until later in the morning and if coun- 
sel are ready to proceed I will then proceed. 

However, I will be in the position then where I 
will not have had an opportunity to read the ob- 
jections. 

Mr. Walker: I may say, your Honor, that 
my presentation will not take over 8 minutes. How 
much time counsel are going to use up in arguing, 
T don’t know, but the matter should be disposed of, 
T should think, in an hour at the top. 

Mr. Chapman: With 27 pages of written matter 
I certainly ought to get out half an hour’s argu- 
ment. 

The Court: I cannot hear you this afternoon be- 
cause I have a matter set especially to retry a 
phase of a patent case, and I cannot take it to- 
morrow, although I had anticipated I would have 
tomorrow free, for the reason that I am trying a 
jury case which Judge Harrison cannot try. And 
the next day I have a three-judge case which will 
run the balance of the week. [18] 

Mr. Chapman: Next Monday is bad for me, your 
Honor. 

The Court: Let us just defer it a little while, 
while I dispose of these other matters, and vou 
people can recess to the library. 
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Mr. Chapman: And the clerk will come down 
and get us? 

The Court: We will send Mr. Brand. 

Mr. Walker: You can even call on the services 
of the special master. 

Mr. Angell: If I might impose upon the court’s 
time for just a moment, I want to mention this: 
When we were here on the hearing of the applica- 
tion of Messrs. O’Melveny & Myers and FitzPatrick 
and Mr. Gilbert on attorneys’ fees, it was put over 
until March 21st. 

The Court: Yes. 

Mr. Angell: At that time I did not have my 
calendar of my office here, but my recollection was 
that it was clear. Upon returning to my office I 
find that I have a stockholders’ anual meeting set 
for the 21st at 2:00 o’clock, and it is impossible to 
put that hearing over. That is an annual meeting. 

I have already spoken to such counsel as I have 
seen, or have had an opportunity to speak to, and I 
was going to call each one and then speak to the 
court. I was going to ask if we could have that go 
over until March 22nd instead of the 2Ist. I have 
prepared most of the work in that and neither one 
of my associates have prepared it as much as I have, 
and [19] I was being looked to to present the mat- 
Ler. 

Mr. Westover: If your Honor please, I think 
Mr. Gilbert reported that the other trial that I had 
set on the 2Ist in Judge Mathes’ court, Judge 
Mathes very kindly did put that over to the 9th, at 
Mr. Gilbert’s and my request. 
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ire Courts TherOthror April? 

Myx. Westover: No, it went clear over to the 9th 
of May because he was going to be away, but we 
did that in deference to the court. 

The Court: I think we can start this on the 22nd. 

Mr. Angell: I would undertake the sending of a 
letter to each one of the attorneys notifying them, 
your Honor, if counsel would grant me that courtesy. 

The Court: Probably you should give them a 
formal notice of continuance of hearing. 

Mr. Angell: I will be pleased to do so. 

The Court: So the record will show the notice 
and the return of service on it. 

Mr. Angell: Thank you. And I also thank eoun- 
sel. 

The Court: That will be the order. The order 
heretofore made setting all matters in connection 
with applications for fees of Gilbert or O’Melveny 
& Myers and related matters on the 21st of March, 
1950, at 10:00 o’clock, is vacated and the matter is 
continued to and set for March 22, 1950, at 10:00 
o'clock. [20] 

Very well. If you gentlemen want to leave, I will 
go ahead with the rest of the calendar. 

Can somebody give me an estimate as to when 
the inspection will be concluded or the accounting, 
or the master’s report on the accounting finished ? 

My. Walker: Your Honor, IT would anticipate 
that these discovery proceedings will last at least 
two months or more, probably three. 

The Court: And the accounting went over? 

Mr. Walker: The accounting went over until 
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May 22nd, I believe, for a supplemental accounting. 
At that time, time will have to be given for further 
objections. The accounting proceeding may well 
last until the end of the year. 

The Court: This vear? 

Mr. Walker: Let us just leave it at ‘‘the’’ year. 
With no interruptions we should finish it by the 
end of 1950, but I do anticipate interruptions. 

The Court: I will continue Items 1, 2, 3 and 4 
until July 24, 1950. Mavbe by that time we can get 
some definite date. 

Mr. Walker: Thank vou. 


(Whereupon, at 10:40 o’clock a.m., a recess 
was taken in the above-entitled matter.) [21] 


March 6, 1950, 12:00 o’Clock Noon 

The Court: Mr. Walker, where are counsel ? 

Mr. Walker: They will be here im about two 
minutes, your Honor. 

The Court: Have the parties had an opportunity 
to examine the files and are ready to proceed? 

Mr. Westover: We had a chance to read the 
petition but not to read all the cases cited because 
many of them are state cases which are not con- 
tained in the Federal Court’s library here. 

The Court: Are vou ready to proceed? 

Mr. Chapman: I am ready to proceed, your 
Honor, with certain matters in behalf of the Long 
Beach Association if your Honor can make an 
order that the matters are deemed denied. There 
are many factual allegations in the supporting 
affidavits which we think are completely contrary 
to our view of the facts. 
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Now we have set our view of the facts forth on 
many occasions in verified pleadings. If your Honor 
can make an order that the Association’s previous 
pleadings in this action can be taken as a denial of 
the 23- or 24- or 27-page objections of the San 
Francisco Bank material without need of our mak- 
ing counter-affidavits, I think we can proceed on that 
basis. [22] 

Mir. Tremaine: I think that could be done by 
stipulation to expedite matters. 

Mr. Angell: As far as I am concerned, Mr. 
Tremaine, there is no objection at all. I assumed 
that you would deny it. 

The Court: In other words, the stipulation is 
that except. for the official defendants, all matters of 
fact alleged in the document filed this morning by 
the Federal Home Loan Bank of San Francisco, and 
denominated an Answer to Interim Report, ete., 
are deemed to be denied by all other parties. 

Mr. Angell: Might I make the suggestion, your 
Honor—we had such a stipulation before and 1] 
think it more accurately covers it—there might be 
some allegations of fact in there that they wouldn’t 
want to deny, that we stipulate that by failure to 
file a denial that there would be no admissions 
deemed to result therefrom, if that will suit your 
purposes. The other is all right with me, but vou 
do not admit the truth of any of the allegations of 
fact in our objections and answer. 

The Cowt: Then the stipulation is that all 
parties to the action, including the official defend- 
ants and including the special master, will not be 
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deemed to have admitted any allegations of fact 
eontained in the answer, or the document denomi- 
nated an Answer to the Interim Report filed this 
morning by virtue of their failure to have denied 
it. Is that [22] stipulated to? 

Mr. Chapman: Including the affidavits? 

Mr. Westover: Ineluding the affidavit of My. 
Noon attached ? 

Mr. Angell: So stipulated for the San Francisco 
Bank. 

The Court: The answer and everything that is a 
part of it. Is that so stipulated by everybody? 

Mr. Whyte: So stipulated for Los Angeles Bank. 

Mr. Tremaine: So stipulated. 

Mr. Fitting: So stipulated. 

Mr. Walker: So stipulated. 

The Court: Is anybody authorized to stipulate 
for Mr. Sutter? 

Mr. Chapman: I think at this time, vour Honor, 
I should present the apologies of My. Gilbert. He 
had to be in Ventura and he asked me to state to 
the court that it was a new trial, the time of which 
was expiring. I do not know his attitude, but I 
think we should let the stipulation be for him also, 
subject to his right to reject it if he wants to when 
he hears of it. 

The Court: Very well. That will include My. 
Gilbert and Mr. Sutter. 

Mr. Angell: The San Francisco Bank will stipu- 
late that it may include all parties to the action. 

The Court: Other than the San Francisco 
Bank? [23] 
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The Court: Very well. That stipulation will be 
approved. That is not only all parties, but also 
the special master? 

Mr. Angell: Including the special master. 

Mr. Walker: Mr. Angell asked me coming into 
court who my attorney was, and I wanted to take 
him seriously. I think it was half in fun and it was 
half seriously. Perhaps in a presentation such as 
this it can be handled much more effectively by 
someone who is not so vitally interested. I am some- 
what in the position of the defendant who was 
sitting over here in the habeas corpus matter this 
morning. 

To recall briefly to the court some of the preceding 
matters here, you will recall that a vear ago in 
March an application was made for fees. 

The Court: March, 1948, was it not? 

Mr. Walker: March, 1949, is the one I am re- 
ferring to, a year ago when settlement was talked, 
and at that time I was asked to give a figure which 
would indicate the total fees in the event of an 
imminent settlement. At that time I placed a figure, 
or threw into the air a figure, of $50,000. At that 
time $10,000 was granted. 

The Court: How much previously ? 

Mr. Walker: There had been a previous grant 
of $20,000. 

Then in November, at the conclusion of the ex- 
tended hearings which ran well into the morning, 
the allowance was [24] made about 4:00 o’clock 
in the morning of $5000. So there has been paid 
to date a total of $35,000. 
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Subsequent to the hearing in March of 1949, at 
the request of several of the parties to the action, I 
went to Washington to participate in conferences 
there over the settlement. This trip consumed about 
a week, spent in traveling and in Washington. 

The Court: As I recall, I did not make any 
special order, but you asked me before you went 
whether or not I thought it was consistent with your 
duties as special master, and J advised you that you 
should go in connection with vour duties as special 
master, not only with relation to the hearing on the 
accounting, but with relation to the inspection and 
with relation to the possible terms of settlement 
then being discussed, which comprehended the pos- 
sibility of a turn-back under the supervision of a 
special master. 

Mr. Walker: ‘That is correct, vour Honor. 

The Court: I have examined the objections and, 
except for (c) on pages 8 and 9, and (h) on page 
12, it seems to me that all of the other items go to 
the question as to whether or not this court can or 
cannot assess a fee at this time against the San 
Francisco Bank. 

Do I correctly analyze it? 

Mr. Angell: That was (h) on page 12? 

MiierCourt: Yes, (c) and (h) sayyan éffect, that 
the [25] special master’s report is not itemized. 

My. Angell: Would it be helpful to the court if 
T state what our position is with respect to those 
items? 

The Court: Let me ask counsel for the opposi- 
tion if their view is the same as mine: Except for 
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those two objections, all the other objections appear 
to me to go to the legal objection that this court 
cannot assess these costs against the funds, nor any 
fund of the San Francisco Bank. 

Mr. Chapman: No. 

The Court: You do not so analyze it? 

Mr. Chapman: No, your Honor. Of course J 
have only had a brief opportunity to read some of 
the authorities. 

The Court: Very well. The answer is no. 

Go ahead, Mr. Walker. 

Mr. Walker: Subsequent to my return from 
Washington, my time was largely occupied here in 
numerous conferences with various of the parties, 
again concerning the settlement and various hear- 
ings and conferences in chambers and in court con- 
cerning the modifications made in the fee allowances 
as then affecting the settlement, and in settlement 
of the various orders pertaming thereto. 

During the summer of 1949 there were several 
court hearings involving the taking of a deposition 
of My. Fahey, in which I participated and attended, 
as I have done at each of the court hearings in this 
matter, because each of the hearings, [26] in my 
opinion, touched upon one or more phases of matters 
which have been referred to me. These ineluded the 
prolonged hearings over the granting of the in- 
junction and several evening sessions lasting, in 
one case, until 1:30, as I recall, and others quite 
late, involving the settlement of the injunction 
order. 


vs. Ronald Walker, etc. 309 


The matters of the discovery proceedings were 
continued from time to time throughout the entire 
year 1949. Commencing on January 19, 1950, such 
discovery proceedings were recommenced in the 
office of the San Francisco Bank at Los Angeles. 
A preliminary discovery proceeding, which involved 
an inquiry into the nature, type and character of 
the files maintained in each of the three offices of the 
San Francisco Bank, including the preparation of 
the master’s report, occupied approximately 21 full 
days, and required travel to San Francisco and 
Portland. 

The Court: That is subsequently ? 

Mr. Walker: That is on the discovery proceed- 
ings alone. 

The Court: That is up to what date, December, 
1948? 

Mr. Walker: No, it was in the trip to San Fran- 
cisco and Portland which was in the middle of No- 
vember, 19-48. 

Mr. Bishop: It started I think right after elec- 
tion day. 

Mr. Walker: But you will recall in each of the 
previous applications for fee allowances there was 
expressly excluded [27] any demand covering the 
discovery proceedings. 

The Court: Yes, I remember that. 

Mr. Walker: Then during January and Feb- 
ruary of this year, about 20 days have been spent 
by the master on the discovery hearings and in pre- 
liminary work in connection therewith. 

Now it might be thought that the discovery pro- 
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ceedings would be an entirely innocuous affair. 
Such has not proven to be the case. Your Honor 
emphasized the word “‘how’’ earlier this morning 
when he said ‘‘how”’’ the discovery proceedings were 
proceeding. If I was asked on the progress of the 
discovery proceedings, we are getting along, but 
there is a long way to go. As to how they are pro- 
ceeding, they are proceeding with all flurry and 
fanfare of a three-ring circus, and I am reminded 
more of a murder trial in a state court than the 
usual somewhat innocuous discovery proceedings. 

While much of the time has been spent in the 
actual inspection and examination of documents, 
there have been a great many rather acrimonious 
arguments requiring rulings and decisions of the 
master. That is probably due to the fact that this 
ease has endured over a matter of some four years, 
and counsel have become so deeply involved in it 
that their attitude is perhaps more that of litigants 
than of counsel sometimes, because tempers run 
high. However, everyone has been most cooper- 
ative. I do not mean to criticize counsel [28] at all, 
except that the proceedings are not without their 
difficulties. 

Now as to the elements which must be considered 
in arriving at a figure for a fee, I can add no super- 
latives to the statements made by counsel and by 
the various expert witnesses who have testified in 
support of fee applications, as to the complexities 
of this litigation. I believe it was Mr. Morrow who 
said he had never seen a case with the complexities 
of this litigation. I think it would be impossible 
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for anyone to act intelligently on any phase of this 
matter as master, had he not been familiar with the 
ease in all of its multiple ramifications since its 
inception, 

The Court: Let me say that I thoroughly agree 
with that, that any special master would be lost 
stepping into either the discovery proceedings or 
the accounting proceedings if he were not thor- 
oughly aware of all the current things that are hap- 
pening in the case. 

Mr. Walker: Thank you. 

The amounts of money involved, damages claimed 
and property, such as bonds and certificates, which 
have passed in this matter, are tremendous. The 
amounts stagger one’s imagination. The amount of 
money involved is always present in a lawyer’s 
mind in fixing fees to be charged to a client, regard- 
less of the time required by the litigation. I don't 
suppose this rule applies as much to the value of 
the services [29] of a special master as in the case 
of an attorney, vet it cannot help but have some 
bearing. I say this because, in my opinion, this is 
one case Where maximum fees are justified on almost 
every clement that is usually taken into consider- 
ation in determining the amount of fees. Certainly 
it is so far as the attorneys involved are concerned. 

The case is one of national importance. It is one 
of importance to every savings and loan association 
in the western district, besides the parties who are 
actively participating in the litigation. And I have 
in mind very firmly that any fees allowed to the 
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special master would be trifling compared with the 
total costs actually expended by them. 

Also the time spent is of paramount importance. 
While the entire time of the special master has not 
been fully occupied by this case, the demands made 
upon him have been such as to interfere greatly 
with other legal work and in fact have prevented 
him in three or four cases from accepting retainers 
in substantial cases which would have required con- 
siderable time on his part. 

From the standpoint of time J have been acting 
for two years and I think seven weeks, or close to 26 
months. During the first year practically full time 
was required. There were about six months of 
time spent in Long Beach during the active turn- 
over of the assets and in conducting the election 
and the balance in connection with the long and 
extended [80] conferences which went on for months 
concerning the proposed settlement and in study and 
preparation of material proposed to be used in con- 
nection with the settlement. 

During the calendar year 1949, it is a little diffi- 
cult to estimate, and I kept no accurate time check 
on each hour, but I would say that approxi- 
mately 

The Court: Hereafter I think that you are going 
to be under the necessity of keeping account of your 
time. 

Mi. Walker: I have started such a procedure. 

The Court: To have a time check? 

Mr. Walker: Yes. 

The Court: Of course I may say this, that dur- 
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ing the year 1949, toward the latter part I think 
that probably everybody let down a little bit in 
connection with it because it appeared imminent 
that the whole matter would be settled and disposed 
of without controversy. 

Mr. Walker: That is true, your Honor. At any 
rate, from a rough estimate, I would estimate three- 
fourths of my time during the year 1949 was used 
in connection with one phase or another of this case. 

During the year 1950, which is almost a quarter 
expired, it is fair to say that full time has been 
spent in connection with the accounting and dis- 
covery proceedings. 

Balancing that up, it amounts to approximately 
two years full time work. [31] 

The testimony of Mr. Morrow, Mr. Beleher and 
the other witnesses concerning the appropriate 
eharges to be made by an attorney was very inter- 
esting, and I believe it affords a basis for the court 
to grant an allowance on master’s fees based on the 
value of time. 

A yearly income of $50,000 was used in one ease, 
and that was cross-cheeked by an hourly charge of 
$50 an hour. Another estimate of value was given 
of $10 an hour as the basis of charging time for a 
junior clerk of a law office. I hope that the time 
of the special master is worth more than that of a 
junior clerk. If not, T have wasted about 20 years 
that have clapsed since I held such a_ position. 

Taking a figure less than the yearly income of 
£50,000 suggested by Mr. Morrow, and using a 
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figure of $35,000, it would be a total of $70,000 
presently accrued. 

Approaching it from another standpoint, two 
full working years computed on a basis of $150 a 
day and a working year of 260 days would total 
$78,000. 

For hearings such as the accounting and discovery 
proceedings to date, it would seem to me that 
figure of $150 a day would be an absolute minimum, 
hut a figure of $250 a day would be more appro- 
priate and more in keeping with the fees charged 
by the attorneys in the presentation of almost any 
ease in Federal Court in this district. 

T am therefore suggesting that a total fee which 
may [32] have accrued during the interim period 
would amount to an absolite minimum of $70,000. 
T beheve in view of the importance of the case, the 
amounts involved, that it might well be considerably 
more, but using this as a hase figure, and an amount 
of $35,000 having been paid, there would be $35,000 
unpaid. I would therefore suggest a figure for a 
partial interim allowance at this time in the sum 
of not less than $25,000. 

I was greatly impressed by a statement that I 
believe My. Belcher made on the witness stand the 
other day, and that is that a competent lawyer who 
charges less substantially is not doing justice to 
himself. When a lawyer dies he doesn’t leave a 
grocery store, to quote Mr. Morrow, he just dies. 
He has to acewnulate that ‘grocery store’ in other 
forms. 

1 need not add that this job was not one of my 
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secking, and that apparently up to this time it has 
been performed to the satisfaction of all parties. 
The only opposition expressed here has been the 
reiteration of the jurisdictional grounds herein- 
before urged in the action in ehief. 

The reeord now contains ample testimony as to 
the value of an attorney’s time. The duties of a 
special master are no less onerous than those of an 
attorney. At least an attorney has the advantage 
of being able to go all out on one side and does not 
have to be straining Inmself as one in a quasi- 
judicial office does. [383] 

Again, as I say, this is a case where all of the 
elements supporting large fees are present, and if 
an attorney in litigation of this type cannot receive 
substantial compensation he might as well give up 
the practice of law because there will be no other 
ease where he could. 

I am not unaware that the moneys and properties 
involved in this litigation are, in the last analysis, 
publie money. I have discussed that before. Nor 
am I unaware that the cost of the ltigation has 
already been tremendous and if it continues, as 
apparently it will, they are going to be colossal. 
Nevertheless, as I have already stated, any fees 
which might be allowed to the master would be 
minuscule as compared with the attorneys’ fees and 
all of the direct and indirect cost of the litigation. 

I sincerely feel that the sum J have suggested 
as a minimum partial interim allowance at this time 
is entirely fair and reasonable, and that a grant of 
a lesser sum would not be compatible with the 
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prestige and dignity of the office, nor of this court. 

In that connection, I would like to read to the 
court a short paragraph from the case of Newton 
v. Consolidated Gas Company, cited by Mr. Angell 
in his answer in opposition. That is 259 U. 8. 101. 
Reading from page 105: 

‘‘The value of a capable master’s services cannot 
be determined with mathematical accuracy; [84] 
and estimates will vary, of course, according to the 
standard adopted. He occupies a position of honor, 
responsibility and trust; the court looks to him to 
execute its decrees thoroughly, accurately, impar- 
tially and in full response to the confidence ex- 
tended; he should be adequately remunerated for 
actual work done, time employed and the responsi- 
bility assumed. His compensation should be liberal, 
but not exhorbitant. The rights of those who ulti- 
mately pay must be earefully protected; and while 
salaries prescribed by law for judicial officers per- 
forming similar duties are valuable guides, a higher 
rate of compensation is generally necessary in order 
to secure ability and experience in an exacting and 
temporary eniployment which often seriously inter- 
feres with other undertakings.”’ 

Now in that particular case we also have some 
figures which are interesting. I might say that the 
case was decided in 1922. The first allowance was 
for a period of one year 

The Court: You mean a dollar was a dollar then? 

Mr. Walker: <A dollar was a dollar then. 

This was based on one year’s work on a 5-hour 
day. ‘The original allowance was $118,000, which 
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the court cut as exhorbitant, and the amount was 
reduced to $49,250. [35] 

The Court: Who wishes to be heard next, and 
how long does everybody wish to be heard? 

Mr, Angell: I can go next, your Honor, being 
an objector. 

The Court: How long will you be? 

Mr. Angell: I should be very short, your Honor. 
We stand on our objections and answer as filed. 

I would like to address myself to state our posi- 
tion with respect to these funds. I think it will be 
very short, your Honor. 

Mr. Walker: May I have just another moment, 
your Honor? 

The Court: Yes. 

Myr. Walker: There has been some discussion 
over the funds in court and I ean give your Honor 
accurate figures on them if you are presently 
interested. It probably will come up for discussion 
by the other parties. I just got these figures from 
the clerk. 

There is presently on deposit in cash in the regis- 
try of the court $1,404,216.41. 

In addition to that and as security for the $6,300,- 
000 note, there is $5,300,000 worth of Government 
bonds. 

The Court: With unclipped coupons? 

Mr. Walker: With unelipped coupons. | will 
get to the interest in a moment, your Honor. 

If we take the total of the cash and the bonds, 
that is, [36] if you total the $5,300,000 in bonds to 
the cash vou have a total of $6,704,216.41,. 
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The Court: And the note is what? 

Mr. Walker: 6,300,000. There is an over plus 
of $404,216.41 over and above the amount required 
as collateral for the note. 

The Court: Not taking into consideration either 
the interest on the note or the interest on the bonds? 

Mr. Walker: They almost exactly offset each 
other, your Honor. That is shown in the affidavit 
of Mr. Noon which is attached to the answer of the 
San Francisco Bank. I believe there is about $8000 
more interest has accrued on the bonds than has 
accrued on the note. 

Mr. Bishop: There is $6,569,325.12 due by way 
of principal and interest as of February 28, 1950, 
on the notes. 

The Court: And there is $6,577,851.20 accumu- 
lated on the bonds with interest, or there is $8000 
more accumulated in interest than there is due. 

Mr. Bishop: That is correct. But there was also 
a eredit in there for $3042. 

The Court: In other words, roughly they offset 
one another. 

Mr. Bishop: Substantially; yes, your Honor. 

The Court: I see. 

I wonder if we had not better put this over until 
2:00 [87] o’clock. While I have another matter at 
that time, perhaps this will not take more than 
half an hour, do vou think?) How long will you 
people want to take? 

Mr. Chapman: I think I will need 10 or 15 
minutes, your Honor. 

Mr. Westover: I would like to have 5 or 10 


minutes. 
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Mr. Tremaine: 5 or 10 minutes is agreeable with 
me. 

Mr. Bishop: Could I have one minute, if the 
eourt please? 

While we are speaking of Mi. Noon’s affidavit, 
I would like the record to show that that is the 
affidavit that the court requested us to file and have 
on file in connection with the application for attor- 
neys’ fees and expenses of O’Melveny’s office, that 
we were to have on file I think by the 15th. That 
same affidavit will serve for this hearing as well as 
the application of O’Melveny’s office for fees and 
expenses. 

IT thought that I should call that to the court’s 
attention. 

And I would be glad to give your office further 
copies, so I will mail them to you, Mr. Whyte. 

Mr. Whyte: Thank you. 

The Court: We will put it over until 2:00 
o’elock and proceed at that time. 

Mr. Whyte: Your Honor, may I make a short 
statement [88] before we adjourn? I have some 
other matters this afternoon and I might just state 
the position of the Los Angeles Bank so it won't 
be necessary for us to appear. 

The Court: Very well. 

Mr. White: We have no objection whatever to 
your Honor allowing whatever you deem to be a 
yeasonable fee to Mr. Walker as special master 
of this court. Our position is that as to the cash 
on deposit, it is clearly in excess of the $1,000,000 
already earmarked as security for the notes, which 
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is the only amount that the Los Angeles Bank has 
a claim to, or has asserted a claim to, and it being 
in excess of $404,000, we think it is perfectly proper 
for your Honor to allow reasonable fees to Mr. 
Walker in such amounts as you desire at this time 
as money to be paid out of those funds without 
injury to the Los Angeles Bank’s position at all. 

The Court: Unless I am convineed, I do not 
propose to assess them against any particular per- 
son's right to the fund. They will be assessed 
against the funds. 

Mr. Whyte: That was my understanding. I 
just merely stated that there 1s enough to pay. 

The Court: How much do you think the special 
master ought to get? 

Mr. Whyte: I am not going to decide that ques- 
tion, your Honor. 

Mr. Angell: May I make one statement for the 
record [39] only, and it is in correction of what Mr. 
Whyte said regarding what the San Francisco Bank 
elaimed. 

Mr. Whyte: Excuse me, Mr. Angell. I only 
stated what the Los Angeles Bank claimed. 

Mr. Angell: I thought you said the San Fran- 
eisco Bank. 

Mi. Whyte: Not at all. 

The Court: Very well. 2:00 o’clocek. 


(Whereupon, at 12:35 o’clock p.m., a recess 
was taken until 2:00 o’clock p.m. of the same 
date.) [40] 
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The Court: Very well. Mr. Angell? 

Mr. Bishop: Your Honor, I was just going to 
address the court. My. Angell was called to a long 
distance telephone call and I thought we could pro- 
ceed to clear up this calendar in one respect. 

There was discussion this morning about the ne- 
cessity of serving notice on all parties under the 
legal rule in this case. I thought some time ago 
that it had been understood that this rule did not 
apply because if we had to serve notices 

The Court: Only on the appearing parties. 

Mr. Bishop: Well, there are those who appear 
as counsel for interpleaders, innumerable counsel, 
and if we are going to have to serve all of them, 
the rule has to be broken some place. 

The Court: I thought it was pretty well cleared 
up at that time. It was only on the appearing 
parties in the main litigation. Certainly not on all 
the appearing counsel in connection with all of 
those petitions for intervention. 

Mr. Bishop: The other thing, I thought, in view 
of the court’s indulgence in granting us a continu- 
ance to March 22nd, I thought possibly the calendar 
should be called that day because notices were pub- 
lished to the world in so far as [41] that applica- 
tion of O’Melveny & Myers for fees and share- 
holder expenses were coneerned, because there are 
many counsel whom we don’t know about whe will 


appear. 
The Court: You mean there has been a publica- 
tion of the notice for a contmuance? 
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Mr. Bishop: No. That is why I say the whole 
matter should be announced or called on the calen- 
dar on the 21st and then announced orally that it is 
continued to the 22nd. 

The Court: That is agreeable to me. If you 
folks will remind Mr. Stacey, my clerk, about it I 
am sure we will eall it. 

Mr. Angell: Your Honor please, I understand 
that there 1s another case waiting to go on. I will 
try to keep my remarks as brief as possible. 

Your Honor please, IT wish to say, so far as the 
San Francisco Bank is concerned, we are not taking 
the position that the special master is not entitled 
to compensation unless the jurisdictional objections 
asserted in the answer and objections were good. 
However, we stand on the objections and answer 
as filed. 

There are only two points that T wish to address 
myself to here this afternoon with respect to this 
application. The first of those is that there ean be 
no payment at all out of the fund beeause there is 
no such fund in existence from which such a pay- 
ment could be made. [42] 

The Court: Just a moment. I have to follow 
you. You say there can be no payment from the 
fund because there is no such fund? What do you 
mean ? 

Mr. Angell: Out of the general fund, because 
there is ho such general fund that exists. 

T base that upon this, your Honor: The moneys 
in that impound, as near as [ ean recall it, are, first, 
those impounded from the San Francisco Bank, 
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some $6,300,000, which, at the time they went into 
the impound were security for the notes which were 
hkewise impounded at that time, the notes of the 
Long Beach Savings & Loan Association payable 
to San Francisco Bank. They were security col- 
lateral. 

The second fund, as I reeall, is the Turner inter- 
pleader, which interplead moneys into the fund, 
which claims are rival claimants to it. That is the 
second fund. 

The third fund is the moneys that, as far as J] 
know, no one claims except Long Beach, which were 
the results of withdrawal of collateral or payment 
of notes and deposited here in the registry of the 
court pursuant to court order. «As far as I know, as 
I say, even in these pleadings J know of no claim 
made to that fund -other than by the Long Beach 
Association. 

The only other moneys in there as such are the 
moneys for the insurance policies, which were like- 
wise a specific fund and deposited for specific pur- 
poses. [43] 

Now there is also the Wallis check but, as I 
understand it, that is in the form of a check and 
that is not subject to being turned into cash until 
a determination of rights in it is made, if there 
are any claims as to that. 

My position on that, your Honor, is this, that 
there is no question but what a court in a proper 
case may appoint a special master and that he 
may be paid. The only question is out of what 
funds he may be paid. [Tf it is in a case where 
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the general funds of the entire matter in litigation 
are before the court, such as in reorganizations and 
receiverships, the whole assets of the corporation 
are before the court, and assuming that the prior 
obligations, secured obligations, do not eat up the 
entire fund then there is a general fund from which 
master’s fees or attorney’s fees or anyone else’s 
fees may be paid. 

But assuming that that is not the case—— 

The Court: They may even be paid from secured 
funds. 

Mr. Angell: With qualifications, yes, but not the 
qualifications as exist in this case. 

If there are rival claimants to a secured fund and 
some one of those rival claimants asks for a deter- 
mination of the rights, the claimants to that fund, 
and the court appoints a special master for hearings 
to take the testimony and make its findings in con- 
nection with that application, and then those funds 
would be subject to being tapped for the [44] 
master’s fees. 

But there again you have only a single fund 
claimed by rival groups standing in exactly the same 
secured position. And that fund then would be liable. 

Now in this case we have no such fund, The 
San Francisco Bank, under the law, must have 
that security to make loans and it is there for those 
promissory notes. It must stand there for those 
promissory notes. That is irrespective of the serv- 
ices rendered. 

The second point I am going to make is that a 
master’s fees cannot be allowed under these cir 


vs. Ronald Walker, etc. 320 


cumstances unless he renders services for the party 
out of whose funds payments are made. 

Now that is the San Francisco fund. It is a 
very specific fund and was charged with a lien at 
the time it came in to the registry of the court. 

Now the next fund 

The Court: Let me see, before you go on further. 
Let me see if I can review the funds. 

The first fund or money that came into this court 
in connection with this htigation was the money of 
Wallis. 

Mr. Angell: Yes. 

The Court: The next was the money of miscel- 
laneous trust deed obligors, some 400-odd parcels 
of property. 

The next was the money under order of the court 
from the [45] San Francisco Bank to deposit in 
the note plus the bonds, which we will call Fund 3 
together. 

The next was the Turner interpleader, and the 
next and last was the Federal Deposit Insurance 
Corporation premiums. 

Those are the five sources of funds that are now 
on deposit. Is there any question about that? 

Mr. Angell: I believe that exhausts them, your 


Honor. 

The Court: Is there any question about that? 

Mr. Angell: J think that is the order in which 
they came in. 

The Court: J think that is the order in which 
they came in. 
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Now we do not know who Wallis’ money belongs 
to yet, do we, that $50,000 check? 

Mr. Angell: As far as I say, I do not recall any 
pleadings in the case where anybody claims it except 
Wallis. 

The Court: It is part of the litigation; ie 
Long Beach claims it. 

Mr. Angell: It is voluntarily there. 

The Court: As far as the trust deed depositors 
are concerned, they have washed out and they say 
that that either belongs to the Long Beach Associa- 
tion or it belonged to Ammann as conservator. 

Mr. Angell: They can say it, but the facts are, 
Mr. Ammann is no longer conservator, or as long 
as he is not acting [46] as such, if he is. 

The Court: That is right. As far as “liege 
concerned, they are the people who produced the 
money. They say, ‘‘We do not know who the money 
belongs to; we either owe it to Ammann or to Long 
Beach.”’ 

And the money, as far as the San Francisco 
Bank is concerned, the note and the bonds, that 
resulted in a deposit in court from the order to 
restore the association and the ensuing proceedings. 

As far as the Turner money is concerned, he 
again was lke Wallis, he said, ‘‘I do not know 
who to pay the money to, so I will put it in court.”’ 

And as far as the Federal Deposit Insurance 
Corporation is concerned, the Association has come 
in and said, ‘‘We do not know how much money 
we owe to the Federal Deposit Insurance Corpora- 
tion or who we owe it to.”’ 
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So on the basis of who the money belongs to, I 
do not see, Mr. Angell, how at this stage of the 
proceedings I would be justified in making any 
conclusion. I can find, if the parties desire, where 
the money came from. 

Mr. Angell: I don’t think that is quite my point, 
your Honor. My point is that in this particular 
case and under the circumstances and facts of this 
ease, there is not in court any general fund from 
which any master’s fees can be allowed until a final 
determination of the case, that the [47] only fees 
that could be allowed would have to be awarded 
against those persons for whom the services were 
rendered; that these funds, until they are finally 
adjudicated, each and every one of these separate 
funds, are not like the general assets of a corpora- 
tion where there is a residue or equity, but these 
are all rival claimants, all with different claims and 
not the same parties claiming in there at all. 

The Court: That is right. Let me give you an 
illustration—I do not know whether this will serve 
the point or not—but I have another case pending 
where there were proceeds from an oi] well. One 
group of claimants claimed that they were entitled 
to all of it and another group of claimants claimed 
that they were entitled to all of it. In the course 
of the litigation I required all of the money to be 
deposited in court, because each one said, well, if 
the other one has it we maybe will not be there 
when we get ready to get it. So in order to deter- 
mine some of the conflicting things I appointed a 

aaster and charged it against the whole fund. 


328 John H. Fahey, et al., 


Mr. Angell: That is the first ease I cited, your 
Honor, where you have a common fund to which 
rival claimants seek that very fund. 

The Court: But you have here several common 
funds. You have the Wallis fund, you have the 
trust deed fund, the San Francisco Bank fund, 
complained about with the Los Angeles [48] Bank, 
the bonds, the Federal Deposit & Insurance Cor- 
poration, and the Turner fund. 

Now as far as the Wallis fund is concerned, that. 
may be set apart. As far as the trust deed fund 
that is to say, the moneys coming in from the trust 
deeds, as far as the San Francisco Bank note and 
the bonds to secure it and the Federal Deposit & 
Insurance Corporation, the claimants there are 
about the same, are they not? 

Mr. Angell: I would say not. San Francisco 
Bank claims their funds on this governmental bond 
for $5,300,000 and $1,000,000 exclusively, as far as 
I know, against the Long Beach Association. 

The Court: Yes, but Los Angeles Bank also 
elaims that same fund. 

Myr. Angell: It is pleaded that in the third-party 
complaint, as I recall it. That is where it was 
brought in. And they do allege that Los Angeles 
claims it. But it is equally disputed that there was 
no Los Angeles Bank in existence at that time, so 
that is one of the very things to be ascertained. 

The Court: Ultimately. 

Mr. Angell: So Jet’s add another claimant to it. 
So we simply say that Los Angeles claims it, San 
Francisco claims it and Long Beach. 
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Now we go over to the funds deposited under 
these trust [49] deeds and San Francisco doesn’t 
elaim any of those, Los Angeles, as far as I know, 
doesn’t claim it. 

The Court: San Francisco does claim those 
funds because the million dollars or a million and 
a quarter, whatever it is, is the result of having 
paid off those trust deeds. 

Mr. Angell: But that was under a very specific 
order of this court constituting collateral. The mil- 
lion dollars was put right back in funds to take the 
place of those trust deeds that were taken out, so 
that million dollars became earmarked as a collateral 
for the $6,300,000 note, so that is still earmarked. 

The Court: Let us look at the $6,300,000 note a 
moment and its collateral and consider them as one. 
The San Francisco Bank claims the $6,300,000 note, 
do they not? 

Mr. Angell: Yes. 

The Court: The Los Angeles Bank says that 
they do not belong to San Francisco, that they 
belong to the Los Angeles Bank, is that not right? 

Mr. Angell: J think that is correct. 

The Court: They say that. 

Mr. Angell: Let’s say they do. 

The Court: Very well. 

Mr. Bishop: Your Honor, I want to try to help 
the court. J don’t thmk the Los Angeles group 
would claim that they own that note. They would 
claim they owned the securities. [50] 

The Court: Either way it is $6,300,000, and the 
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Long Beach Assoeiation claims that they do not owe 
either of them that beeause the lability on the 
$6,300,000 note was unlawfully created. 

Mr. Angell: J think that accurately states the 
position. 

The Court: So you have three claimants to that. 

Mr. Angell: That is correct. 

The Court: So somebody wants discovery in 
order to determine what their rights are in connec- 
tion with that, and the eourt appoints a special 
master. 

Mr. Angell: Yes. 

The Court: Can I not assess it against everybody 
for the time being until I ean determine, or a court 
of competent jurisdiction ean decide, to whom the 
money is owing? 

Mr. Angell: Our position 1s positively and defi- 
nitely no, that that is one of the things the court 
cannot do. It would be a preadjudication. That 
states it specifically as to the San Franciseo Bank 
fund. I think it would be equally true to the Long 
Beach money, and it would be true as to the others, 
but I am not arguing their case and what position 
they take on it I do not eare. But I do take it as 
to the San Franciseo fund. 

The Cowt: What I have said about the San 
Franciseo fund I think applies the same as to the 
Federal Deposit & [51] Insuranee Corporation and 
to the Turner money and to the Wallis money. I 
do not know. Maybe Wallis will wind wp here pay- 
ing all these expenses. 

Mr. Angell: [T think the eases are rather elear 
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that where there is no general fund—and when I 
say ‘general fund’’ 1 mean not one claimed specif- 
ically—other than by general creditors in so far as 
a special interest is claimed in the fund, that when 
there is no such fund in existence before the court 
then there is only one thing the court ean do to 
award interim fees, and that is to award them 
against the party requesting the proceedings that 
led to the appointment of the special master. I 
think that that has to be the yardstick, and I think 
when I step to the next point that I wish to bring 
to the court’s attention, vou will see the reason why. 
The Court: While vou are on that point, and 
on the matter I discussed a moment ago, the master 
has had referred to him not only discovery, but 
accounting. In connection with the aceounting, 
assertions are made that the lability which is evi- 
denced by the promissory note of $6,300,000 was 
unlawfully incurred by Ammann and should be sur- 
charged against him, or some portion thereof, 
Mr. Angell: I believe you have answered it, your 


Honor, when vou stated 
The Court: So the thing I think the Board 
put it right, [52] that it is mextricably interwoven. 
Mr. Angell: I think you have answered the ques- 
tion when you stated, that 1s, that the Long Beach 
claimed that and that the minute you say the Long 
3each claimant says, who is going to pay for that 
special master until sueh time as it has been 
adjudged that they are right, until such time as 
the Long Beach is right then it can be assessed as 
part of the cost of the suit against the Board. 
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The Court: Is not the San Francisco Bank 
claiming the right, that the $6,300,000 is theirs? 

Mr. Angell: Very vigorously, so much so that 
we don’t want it touched, not even for the special 
master. 

The Court: Why should you not pay it all if 
you are claiming it, if the basis of a claim is the 
basis of a settlement of costs? 

Mr. Angell: It is the one asserting the claim 
in the first instance. 

The Court: Are you not asserting it? 

Mr. Angell: We are defending. Those funds, 
if your Honor please, were ordered into court on 
order of court over the vigorous opposition of the 
San Francisco Bank and ordered to state our claims 
in it, so at every stage of these proceedings, as far 
as I know, the San Francisco Bank has vigorously 
opposed the deposit of those funds into court. It 
was not a voluntary act. I do not think that by 
an order [53] of court you can take security away 
from a secured creditor, put it into the registry 
of the court, and then start charging the general 
expenses of the litigation, and certainly litigation 
as wide flung as this one, against that fund that 
has been brought imto court. Beeause, if your 
Honor please, there are practical difficulties that lie 
in the way. I am not merely arguing to be capri- 
cious or to be obstinate. I think there are real 
rights of our clients involved. 

That brings us to the second point, and that is 
here the master is asking for the payment of serv- 
ices which cover three different matters. One is the 
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accounting. I think it must be conceded that so far 
as many defendants in this action and cross-de- 
fendants and third-party defendants, including the 
San Francisco Bank, are concerned 

The Court: And interpleading defendants. 

Mr. Angell: Interpleading defendants. 

The Court: And intervening defendants. 

Mr. Angell: have no particular interest in 
the outcome of that accounting. 

Mr. Chapman: That is not conceded by us. 

Mr. Westover: We do not concede that. 

Mr. Angell: J will stipulate now, so that I will 
not be unnecessarily interrupted, that you will not 
concede anything that I state here, that this is 
purely my argument. 

The San Francisco Bank is not concerned with 
that accounting. [54] It was asked for by Long 
Beach. I think it is wholly proper to make proper 
charges for the master’s services against Long 
Beach. 

The Court: No, it was ordered by the cout, 
and I have difficulty staying with you, Mr. Angell, 
because you are now arguing as the San Francisco, 
and I repeatedly read in documents that are filed 
that the San Francisco Bank is really not the San 
Francisco Bank, that it is the Home Loan Bank 
Board, and that it reafily is not the Home Loan 
Bank Board, it is the United States of America. 
So which is it? 

Mr. Angell: Those are legal concepts, your 
Honor, arising out of the construction of the Home 
Owners Loan Act and which J think would serve 
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no useful purpose to argue here in connection with 
this. 

The only point is this, in the accounting, your 
Honor states that the accounting was ordered by 
the Board. Of course it was ordered by the Board. 
When the conservator was removed at the instance 
of the stockholders of Long Beach and Long Beach 
itself, it became necessary. 

The Court: I understood the conservator was 
removed voluntarily by the Board. That is what 
the resolution recites. It does not recite any request 
or compulsion. 

Mr. Angell: I will withdraw my statement, be- 
cause that is a matter which will have to go to proof 
when we finally come to the proof, particularly in 
view of the fact that I [55] was not on the ground 
at that time or counsel in the ease. 

The only point I am making is whenever a con- 
servator is removed who has been appointed under 
the acts, then there is to be an accounting and under 
the acts, the presentation and under the regulations 
under those acts the procedures for those accounting 
are all set up. J take it that that is the accounting 
that the Board referred to when they ordered an 
accounting, they had to, and they had a right to 
public hearings on those accountings, and the whole 
machinery is set up there. 

If your Honor will recall, it is my recollection 
in reading back into what took place at that time 
when your Honor supplemented—I believe that is 
supplemented the order of the 
Board and ordered an accounting in this ease, I 


what it was called 
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believe—and I want to be corrected if I am wrong— 
that the Board opposed the appointment of any 
accounting in this action. Now I think that is an 
accurate statement of what occurred. 

Mr. Chapman: When do you want to be cor- 
rected, Mr. Angell ? 

Mr. Angell: Right now, if I am incorrect on that. 

Mr. Chapman: You are incorrect, but it will 
take some tine to answer it. 

The Court: Yes, it would take too long to answer 
it. I was there. [56] 

Mr. Angell: If your Honor was there, you know. 

The Court: J was there when the hearings were 
had and when I made the order, so let us go on. 

Mr. Angell: They speak for themselves. 

Now the San Francisco Bank, as far as I know, 
was no party to those proceedings. Now in the 
ordinary accounting case we would not have the 
expenses of a special master incurred as they are 
being here at a time which seems to be the case of 
a cart before the horse. Ordinarily whenever there 
is a requirement for an accounting the legal issues 
would be determined first, and that is, who is right. 
Much of the accounting, as I understand it—I might 
say, your Honor, I have not followed every part of 
the accounting proceedings, only generally. 

The Court: You can be thankful for that. 

Mr. Angell: I know that there are different 
claims as to the rights of the two partics in the 
accounting. One party bases their right to an ac- 
counting, at least in part, upon their position in the 
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main issues of the case. The other bases theirs on 
the outeome of the issues in that ease. 

So it would seem, and it would save a great deal 
of expense in money and accounting and everything, 
if those issues were decided in advance to find out 
who was right as to the claims being made, at whieh 
time an accounting on that basis and the outcome 
of the decision of those issues would determine [57] 
the nature of the accounting which was to be had. 

The Court: Yes, that would be very much to be 
desired, and if it could be done it would be done 
in this ease, but I do not see how it can be done in 
this case. 

Would it interfere with your line of thought if I 
should ask you another question? 

Mr. Angell: No, not at all. 

The Court: Suppose that Mr. Ammann, instead 
of doing business with the San Francisco Bank, 
had gone down to the Farmers and Merchants Bank 
and had exchanged the trust deeds for $12,000,000, 
or whatever number of dollars or sums it is, and 
signed notes and the like, would it make any differ- 
ence here if I had ordered them to deposit their 
securities in court to await the out-turn of this? 
Could I not have charged the Farmers and Mer- 
chants Bank, who did this at their risk, with the 
expenses of a special master for an accounting ? 

Mr. Angell: I would state my answer would be 
the same as with the San Francisco Bank. 

The Court: Very well. 

Mr. Angell: Unless there was some allegation 
that the Farmers and Merchants Bank were in- 
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solvent or wouldn’t be able to pay a judgment which 
ultimately would be given against them and all the 
things that were required to order a deposit, I be- 
lieve the answer is identical, and that is one of 
the [58] things we raised, your Honor, when the 
order was made to deposit into the registry, that 
it was entirely unnecessary, that the bank was en- 
tirely solvent, and any judgment that Long Beach 
got the San Francisco Bank could respond to it. 

The Court: Let us assume the San Francisco 
Bank was solvent, but do I not recall that there is a 
history in the record here of a solvent Los Angeles 
bank having existed one day and suddenly one day 
it did not exist any more. 

Mr. Angell: I do, but it is no miracle to me be- 
cause under Section 26 of the Home Loan Bank 
Act it exactly provides that that thing can be done. 

The Court: And all their labilities transferred ? 

Mr. Angell: Why, certainly, your Honor. 

The Court: You mean the United States or the 
new bank would not be here saying we do not owe 
that, the Los Angeles Bank owes it? 

Mr. Angell: I can’t see any difficultv with it at 
all. Of course that is the main issue in the ease. 
To argue then here now would be futile. And, 
furthermore, I don’t think we have the necessary 
evidence before the court to argue it. As a proposi- 
tion of law we stand just that boldly and we are 
not ashamed in so standing. We think that it is 
legally 100 per cent correct. We may be mistaken. 

Now the other point that [ was making is, vour 
Honor, that in the manner in which these fees are 
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being allowed [59] they are not being assessed 
against any particular part of the work of the 
master. 

The Court: That is awehd. 

My. Angell: I take it a master’s bill is no differ- 
ent than anybody else’s bill. If you buy merchandise 
I bill vou for it and I am supposed to hand you a 
ticket and say that I sold you this and you owe me 
so much money and that is what vou owe it to me 
for. I cannot see how a court can arrive at what the 
reasonable value of a master’s services are unless 
it has some itemized statement of time—that is one 
of the elements—and the nature of the work that 
was worked upon. 

It might even be possible the master may be doing 
for one a certain kind of work calling for one rate 
at a time, and then some other work at another 
rate. I can conceive of such a situation. 

The Court: Mr. Angell—excuse me a moment— 
I see it is 3:00 o’clock. I have this other matter on 
the calendar. 


(Other court matters. ) 


The Court: Verv well, Mr. Angell. 

Mr. Angell: The only other point that I was 
making is the necessity of specifying the services 
rendered in connection with each reference. We 
have three references here. Various parties in this 
action may be interested in different [60] parts of 
those references and not in others. It is only good 
business and only a fair and reasonable request as 
to those who ultimately will be charged with that, 
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if anyone, that the bill that they have to pay, that 
they have an opportunity to look at it and see for 
what they are being eharged. 

I do not mean by that an itemized account like a 
grocery will give vou, but 1 do think the general 
nature of the services and the reasonable time 
should be given to the court because, while this 
court might have knowledge of its own because of 
its closeness to the ease, an appellate court would 
have nothing upon whieh to base an appeal by any 
party in this case as to exeessive fees. 

The Court: Nor would some person who might 
desire to objeet. 

Mr. Angell: That is correct. You are kind of in 
the dark without it. Now I think that that certainly 
is a reasonable request. 

One more remark, your Honor. I stated that we 
were not wishing to object captiously, nor do we 
wish to keep Mr. Walker out of his fees. We have 
known Mr. Walker has done a great deal of work, 
and we hope that he is adequately compensated, but 
we do have our duty to our particular elents, and 
that is all we are presenting here, and I am assum- 
ing a situation, and with due respect to the court, 
that it might ultimately be determined that the court 
had no jurisdiction in [61] this case. I do not think 
that it is clear under the eases that the court has 
jurisdiction, and it has been vigorously argued by 
all parties from the defendants’ side, that the eourt 
lacks jurisdietion of the entire case. 

Assume that that ultimately would be determined. 
I am looking forward to the time in the situation 
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where allowances were made in this general manner 
and not assessed or any determination made as to 
whom those services were made for, as to what 
would be the situation with a case remanded in that 
situation with the court having no jurisdiction— 
and I take it that that would be the situation, al- 
though I may be mistaken; I have not exhausted 
the authorities; in fact, I have had little or no time 
to look into them—but I am picturing a situation, 
your Honor, which might occur in the future and 
might lead to much more litigation and might be 
extensive litigation, and only in the interest that we 
may avoid such, if possible, I am just thinking of a 
situation that it were held that your Honor were 
without jurisdiction in the whole case that it would 
be remanded for dismissal, and here is the registry 
of the court holding all this money and everybody 
swooping in on the registry and saying, ‘‘We want 
our money,’’ here are these payments being made 
out of these funds claimed to be general funds and 
no finding of any kind as to who they should be 
charged against, whether pro rata or in what man- 
ner, and it might take an interpleader action by the 
clerk of the [62] court im another action to de- 
termine what, if anything, could be charged against 
any of the claimants to all of those funds. 

The Court: Well, in anticipation of that situa- 
tion I have examined some of the various cases that 
have gone to the Supreme Court involving sitna- 
tions, not precisely hke this because I have found 
none like this 

Mr. Angell: I don’t think your Honor will. 
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The Court: but situations where they finally 
concluded that there was no jurisdiction, but cer- 
tain situations had developed. I am satisfied that 
the Supreme Court would probably remand the 
ease to the District Court to ascertain to whom 
the various moneys on deposit belonged, because the 
Supreme Court of the United States I do not think, 
if they should just sav that there was no jurisdie- 
tion, you could not by a mere mandate to that effect 
put everybody back into the position they were 
when this litigation started. 

Mr. Angell: I am familar with some of the line 
of cases and in a number of cases it has been done 
where from the record it appeared that parties had 
consented or by their conduet permitted that to be 
done. I can think of some parts of this case where 
maybe that would be exactly true, your Honor, 
where there had been a general consent. 

The Court: There are cases even where they 
have held a court of equity has no jurisdiction but 
has taken possession, and then the Supreme Court 
or the appellate court will remand [63] it to deter- 
mine who is entitled to the possession of certain 
assets in the possession of the court, because they 
do not just turn them loose like a bunch of jackals 
to start fighting in the street over it. 

Mr. Angell: It would seem to me in this in- 
stance—I am just thinking out loud—that to de- 
termine who was entitled to it your Honor would 
practically have to come back and determine the 
very things which it would seem to me could be 
easily determined on this hearing, and that is the 
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amount of services rendered to each in these mat- 
ters. At least that could be gotten out of the way. 

The Court: If this were a final account, if this 
were the final account of the master, not only on 
the accounting but on the other matters that have 
been referred to him, if this were his final report 
and accounting I would then determine how much 
he had earned as special master in the accounting, 
how much he bad earned as special master in the 
inspection, and how much he had earned as special 
master in the turn-over, and say his total value of 
services is so much, and so much is due from here 
and there, and so on. 

But this is an interim report. This is an interim 
request. Neither I nor any person in this courtroom 
can see the ultimate end of the master’s services 
or the ultimate end of this litigation. We hope that 
it may come. Everybody here, I am _ satisfied—I 
know that I am—is doing everything [64] he can 
to force the matter to a position where there can 
be some ultimate conclusion some day. But all he 
is asking for now is an interim amount, and it is 
my disposition not to charge anything against any- 
body, nor to allocate him any stan for any particular 
services in connection with anything, because they 
are all interrelated with one another, and not only 
are his hearings interrelated with one another, but 
they are interrelated with the entire litigation. 

So I cannot say, and I should not, I do not think, 
in justice to either him or to any of the litigants, 
what the total sum should be as charged for particu- 
lar services or against a particular fund. 
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Mr. Angell: I quite agree as to the total. How- 
ever, I think that is all I have to eall to the court’s 
attention at this time. 

The Court: Very well. 

Mr. Bishop: Could I address the court on just 
one point about two minutes, your Honor? 

The Court: Surely. 

Mr. Bishop: What I was going to address the 
court on is his power. In the ultimate, if it were 
decided that there was no jurisdiction I think that 
that points up Mr. Angell’s argument very much. 
The plaintiff brought this case in equity. That is 
the chance and the peril that he took, and at this 
stage in the proceedings, with that matter confront- 
ing [65] the court, he sought equity, and he has 
got to do equity. The court doesn't have to take a 
chance that the special master go unpaid, it doesn’t 
have to take the chance that the clerk could be 
assessed, but the funds of the San Francisco Bank 
or the funds of any other party who didn’t initiate 
this litigation are protected until this court's final 
decision is made. 

We could not, and I don’t think we would be 
heard if we addressed this court and asked for 
reimbursement, for instance, for the expenses of 
going East to attend the hearings before the Na- 
tional Board, or to bring it right down, what would 
happen if we applicd for our expenses in connec- 
tion with the preparation of the interrogatories for 
Mr. Fahey's deposition. 

The Court: I have never been presented with 
that. 
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Mr. Bishop: We, and I believe soundly so, have 
not and at this stage of the game are not, going 
to attempt to have this court assess our costs that 
are a big burden on the defendants, who didn’t 
start the litigation, about what Mr. Ammann did 
or what he didn’t do, or about the turn-back—we 
were not involved in that. I mention that for the 
simple reason that that accounting between Long 
Beach and Ammann is something that we were not 
a party to. In fact, the record will show that the 
first order calling for the accounting was not signed 
by us. It was not even served on the San Fran- 
cisco [66] Bank. 

The Court: Let us not get into that now. If 
Ammann is going to account he is going to have to 
get into the books of the San Francisco Bank, and 
I do not need to prejudge anything to do that and 
I do not need to go beyond the fifth grade to know 
that. 

Mr. Bishop: No, your Honor, but that illustrates 
my point. My point is that they have sought that 
remedy, they got it, they got the Long Beach Asso- 
ciation back, whether it was by political power or 
their own agreement, anyway they accepted it and 
brought it to this court where they started asking 
for relief. Therefore, can’t I assume that they were 
prepared to fight their case all the way and to 
advance their costs, and that they can’t use the 
defendants’ money until they have won. They sought 
the discovery proceedings. We didn’t seek them. 
They have also sought other things here that have 
been referred to the special master. 
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The Court: Of course there are some other mat- 
ters that you overlook, Mr. Bishop, and that is that 
it is undisputed on the date that the case was 
taken over, when the Bank wags taken over, that 
they were solvent, and it is undisputed on the date 
they were given back they owed the San Francisco 
Bank $6,300,000. That is, they dispute it, but there 
is a note in there to prove it. 

My. Bishop: But there was $6,000,000 worth of 
assets [67] likewise, or there were $14,000,000 in 
assets likewise, some of which they didn’t have. 

In other words, there is an offset there. 

But I am very serious, your Honor, in the point 
that he who seeks equity and seeks to pursue these 
various remedies until there is an adjudication has 
no right to claim any amount of our money, and 
there is a very close pomt now that our security is 
being imperiled. However, if that is assessed at 
this time, that is, the judgment goes as against 
those who brought these proceedings, that does not 
deprive the court of the power to eventually assess 
as proper taxable costs. 

The Court: May I ask you a question? 

Mr. Bishop: Yes. 

The Court: You heard the special master’s 
statement. Do you have any views to express con- 
cerning the amount that should be allowed at this 
time? 

Mr. Bishop: Your Honor, I don’t feél that I 
should. 

The Court: Yes or no? 

Mr. Bishop: Mr. Walker is associated with me 
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and that is why I purposely refrained from ad- 
dressing the court, and it has been agreed between 
counsel that I take no part in it except this phase 
of the argument. I am not talking about fees in 
any sense except where they are placed at this 
time. 

The Court: Very well. [68] 

Mr. Angell, do you have any views to express 
concerning the value of the services earned by the 
special master up to this time? 

Mr. Angell: If I expressed any views, your 
Honor, they would be worthless. I have never been 
a special master. I have not been in on a great deal 
of the work that was done before I was ever in the 
ease, and I would not care to, out of justice to Mr. 
Walker and to my client, express myself. I would 
ask not to be asked to do that. 

The Court: Mz. Fitting, do you have any views 
to express concerning the amount of fees that have 
been earned by the special master up to now? 

Mr. Fitting: No, your Honor. 

The Court: Do you, Mr. Tremaine? 

Mr. Tremaine: No, your Honor. 

The Court: Do you, Mr. Westover? 

Mr. Westover: Only that I think the laborer is 
worthy of his hire. 

The Court: Do you have any views as to a 
specific amount? 

Mr. Westover: No, your Honor. 

The Court: Do you, Mr. Chapman? 

Mr. Chapman: As to a specific amount, no, but 
J think it should be on account, your Honor. But 
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for the record I would like to answer some of the 
points made. I will try to [69] be brief. 

The Court: You need not answer all those 
points. 

Mr. Chapman: I need a little time for argu- 
ment, your Honor, but on the question of the 
amount, I have nothing to say. 

The Court: I think that the special master is 
entitled to some compensation. I do not think that 
Mr. Angell’s argument is correct or sound. It is 
my purpose to allow him a fee at this time and to 
charge it against the funds on deposit in court 
without reference to whose money it is ultimately 
chargeable against. 

Mr. Chapman: Your Honor, I need to make a 
record for possible appeal. I can be brief, but I 
think the points have to be made. I am sorry that 
you have to listen to it, because I think you are 
probably convinced already. Nevertheless, having 
had the experience of having to defend one of your 
appeals in this matter, and jurisdiction is a vital 
coneern to us, I would like to make a few points. 
I will be as short as possible. 

The Court: Three minutes? 

Mr. Chapman: I don’t think I will need that. 

The Court: Why not just state vour points 
then? 

Mr. Chapman: Ali right. I will do that. 

The Court: The answer to the question I asked 
is ‘‘no’’ as to the amount of the interim allow- 
ance? [70] 

Mr. Chapman: Yes, as to the allowanee, except 
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that whatever is allowed should be on account and 
not an allowance in full. 

The Court: I do not intend to make any allow- 
ance in full; I intend to make an interim allowance. 
That is all the special master has asked for. 

Mr. Chapman: On amounts, I don’t think I have 
a view that I can state. 

The Court: Very well. 

Mr. Chapman: You have asked me to state the 
points. I want to do that. 

First, the San Francisco Bank too, whatever col- 
jateral, whatever money, whatever assets, they could 
subject to the outcome of this litigation. They took 
them to a lis pendens which covered all of the trust 
deeds subject to the pending litigation and subject 
to a restraining order of which they had full knowl- 
edge. 

The Court: That is to say, all of the trust deeds 
that were not only on deposit here, but all of the 
trust deeds which were transferred to San Fran- 
cisco and ultimately came back here and were re- 
leased in lien of the bonds. 

My. Chapman: Exactly. 

Another point: They claim they have no interest 
in the $1,000,000 in court brought in by the inter- 
venors because they say those proceedings did not 
involve them. But the [71] notes are still here and 
every one of those notes bears on the back of it an 
absolute assignment to the San Francisco Bank by 
Ammann, and that assignment is cancelled by vari- 
ous methods, depending on each individual note. 
On some of them they used rubber stamps. There- 
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fore, when the intervenors put the money into the 
registry of this court and took their clear titles and 
departed, among their claims, which your Honor 
by his order preserved for future adjudication, was 
whether or not the San Francisco Bank ever got 
any title to those notes by the assignment from 
Ammann, and if they did get any title whether or 
not they part with it by the rubber stamp or other 
cancellations. 

To listen to Mr. Angell and Mr. Bishop, you 
would think that the San Francisco Bank didn’t 
have a chance of ever losing a lawsuit or any claim 
against them that amounted to anything. But the 
only money that they had to use to give to Am- 
mann, or whatever they did with it, was money 
that less than three months previously they seized 
from the Los Angeles Bank. Their right to seize 
that money is at issue in this litigation and will, of 
necessity, be in issue until the entire litigation is 
decided. 

They say they are not concerned in the account- 
ing, that it does not make any difference to them, 
but that $6,300,000 item goes into every item of 
the accounting. It goes into the deposit of the 
insurance premiums in court, it goes into [72] the 
question of whether Ammann owes them the $6,300,- 
000 or whether we owe it. 

The Court: I do not see how the San Francisco 
Bank can escape being involved in Ammann's ac- 
counting. 

Mr. Chapman: We think so, too. They have at- 
tended every hearing, they have argued the matter 
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before your Honor, they have argued the matter 
before the special master, they are an active par- 
ticipant throughout the accounting, and the records 
will so disclose. 

Another point: This litigation is nearly four 
years old. I think it is unreasonable that the special 
master or counsel, or any of us, should need to wait 
to the end of the htigation before you can make 
any allowances on account. The special master’s 
services were required, and they were required by 
your Honor’s own orders, first on the accounting, 
on the turn-back, on the discovery, and on all the 
other proceedings. The orders enlarging the special 
master’s powers were made at your Honor’s own 
suggestion. Their argument amounts to the fact 
that you can’t pay your own officials that you have 
appointed out of funds in the clerk’s hands. 

The Court: May I interrupt to say that while 
they were made at my suggestion, they were made 
because it appeared to me the necessities of the 
situation required it. 

Mr. Chapman: And events demonstrated the 
necessity. 

The Court: And on both occasions when the spe- 
cial master’s [73] powers were enlarged. 

Mr. Chapman: And the subsequent events dem- 
onstrated the compelling necessity. 

It is interesting to go through the special mas- 
ter’s records, to hear the argument here you would 
think nobody asked the special master for anything, 
but when the discovery of their documents is in- 
stituted they have made more applications to him 
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to seal and protect their documents, they have util- 
ized his services, they have brought matters before 
your Honor for determination, often at their sug- 
gestion, on rulings on what he was doing in the 
inspection, in the accounting, and in the other mat- 
ters. It is only when it comes time to pay that he 
is somebody else’s special master, that they didn’t 
want him, and that they didn’t have any part of 
him. That has never been our position. 

I am sorry that I cannot help you on a sugges- 
tion as to the amount. The reason for that I think 
is obvious. My own opinion as an attorney might 
be one thing, my clients’ opinion might be some- 
thing else. We are never unwilling to pay what- 
ever your Honor thinks a special master is worth. 
But we don’t think that all of it should be fastened 
on Long Beach. Neither do we think that this is 
the time to determine what amounts are to be put 
on what parts. 

The Court: That is all your points? 

Mr. Chapman: I have two more. [74] 

The Court: Very well. 

Mr. Chapman: I am concerned with an appeal 
in this situation. Perhaps the burned child dreads 
the fire. But we have had the burden of trying to 
sustain the jurisdiction of the court, to protect the 
titles to homes of our borrowers, a thing of vital 
necessity with an institution such as ours, and 
recently to keep our institution from being seized 
again. I am very much concerned that a proper 
record be made, and it is my own belief, after 
reading the objections, that the power of the court, 
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or the jurisdiction of the court, is to be tested not 
only on the preliminary injunction, not only on the 
Los Angeles Bank’s fees, if any are allowed, but 
particularly on the special master’s application. We 
think that when your Honor is made a defendant 
in a writ on a former allowance of fees that the 
outcome of jurisdiction is greatly influenced by the 
responses and the record that was made in that 
matter before the Supreme Court. I think that 
there is a sufficient record to justify an allowance 
on account, not in full, and an allowance against 
the funds generally and not as to any particular 
part, and I am wondering whether or not this 
order should now become an appealable order. That 
is something that the special master should recom- 
mend to your Honor on. 

The Court: That is to say, a special master’s 
finding ? 

Mr. Chapman: Unless you put in a finding of 
54(b), the [75] whole matter would not be appeal- 
able, in my opinion, but it would go over until the 
end of the trial for adjudication. 

The Court: I do not think I would be justified 
in making any finding under 54(b) that this is a 
final matter. 

Mr. Chapman: In that instance the record is in 
much better shape than I have anticipated. 

The Court: It would be completely unnecessary 
and unjust to everybody in this case, were I at the 
present time to make the findings which would be 
required to make that a final order as to the value 


us. Lonald Walker, ete. 303 


of his services with relation to the particular things 
which he is now in the middle of doing. 

Mr. Chapman: That was my next point, the 
necessity for findings, if you did make it a final 
appealable order under 54(b). , 

The Court: I cannot see how it ean be done or 
should be done. 

Mr. Angell: If your Honor thinks it can be 
done, I can make a motion now which will make it 
appealable. I would move that the court release 
our funds of impound. 

Mr. Chapman: That motion has been made and 
denied on previous occasions. 

The Court: The motion has been made and 
denied. It is out of order. It is given without 
notice, not in compliance with the rules of the Code 
of Federal Procedure or the local rules. [76] 

Mr. Chapman: On the question of accounts, 
your Honor, it seems to me that the special master’s 
services are a matter of results and quality rather 
than quantity. I do not see the need for an itemized 
time schedule of so many minutes doing this and 
so many minutes doing that. 

The Court: I think it would be a lot better if 
that were here, but it is not here. 

Mr. Chapman: I do not think that that pre- 
eludes you from making an allowance on account. 

The Court: I do not think so. 

Mr. Chapman: Particularly as it wouid not be 
final or appealable. ‘That covers my points, and if 
there are to be no findings or allocation as to parties 
and the matter is not to be appealable, I feel much 


ae 
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better about the record than I did during the argu- 
ment, and I will not need to go into all of the other 
questions of the San Francisco conflicting claims, 
except to say that every asset that San Francisco 
says is their security they got from Ammann and 
they used seized Los Angeles Bank money to get it 
with. If that doesn’t make conflicting claims of at 
least three different parties, there are no such 
things as conflicting claims in interpleader. 

Those are all the points I need to make. 

The Court: Has anybody else anything to say? 
If not, I think we will have a few moments recess. 

How long are you going to be? [77] 

Mr. Westover: About three minutes, your 
Honor. 

The Court: Very well. 

Mr. Westover: 1 think, first, I would like to 
state the position of the shareholders that we did 
institute the litigation. We certainly have no ob- 
jection to the payment of the special master because 
we do feel that his services are worth while, that 
the laborer is worthy of his hire. As he expressed 
it rather facetiously this morning, there have been 
some hearings that were like a three-ring circus, 
and we rather think that even the ringmaster of a 
three-ring circus is entitled to some fees, even if 
only a third. 

1 think the stipulation this morning covered it 
thoroughly, that our failure to respond to the plead- 
ings that were served upon us this morning, even 
though they were served after we got into court 
and after vour Honor called the matter, should not 
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constitute in any way an admission of any of the 
allegations therein, many of which we feel are 
factually incorreet. 

We feel that the San Franciseo Bank is involved 
in three of the major things that the special master 
has had under his consideration: First, the aecount- 
ing, which Mr. Chapman has already eovered— 
and I might add one additional point there, and 
that is that the question of stock in the Los An- 
geles Bank, the original stock with about $380,000 
and the additional purchases of Mr. Ammann are 
all elements of [78] that accounting whieh the San 
Franciseo Bank, at least we feel, would probably 
be—— 

The Court: Let us not detail them. I have ex- 
pressed myself again and again today that to me, 
in my view, the accounting is inextrieably inter- 
woven with the San Francisco Bank. 

Mr. Westover: I think there is no question 
about that. 

Likewise, the discovery proceedings are inextri- 
cably interwoven. 

The Court: In connection with that, I have the 
recollection that the discovery proceedings are the 
result of a motion for a summary judgment by the 
San Francisco Bank. 

Mr. Westover: That is correet. 

The Court: They are the moving parties. 

Mr. Westover: And likewise the—— 

The Court: Which was the basis of my question 
to Mr. Angel! a while ago as to whether or not the 
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one who seeks relief is the one who should bear the 
total cost. 

Mr. Angell: Well, your Honor 

The Court: You have answered it. 

Mr. Westover: They engendered the discovery 
proceedings. 

Likewise the interrogatories of Mr. Fahey that 
have been propounded by the San Francisco Bank 
have necessitated further discovery. [79] 

The Court: I have not had the special master 
sitting as a master there—— 

Mr. Westover: The point I am making is that 
you again have given a slight continuance again to 
enable us to seek the records that were opened by 
the San Francisco Bank’s interrogatories proposed 
to Mr. Fahey. 

Likewise we feel the official defendants are 
equally involved, I think both in the accounting of 
Mr. Ammann, ete., the order, the discovery, the 
interrogatories of Mr. Fahey, all go to the official 


defendants. 

I would like to clarify one thing that I am afraid 
is creeping into the record and I think should be 
clarified, and that is we frequently speak of the 
note of $6,300,000 as of the Long Beach Associa- 
tion. That is inaccurate. It is the note of Mr. 
Ammann which has been signed by him. We do not 
eoneede that it is the Long Beach Association’s 
note. 

I think one other thing, and that is this equity 
matter, and the ascertainment of fees, including 
special master’s fees, are all matters coming within 
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the purview of Mr. Ford’s letter of April 27, 1949, 
that everything would be determined here by litiga- 
tion, I think in controversy, before your Honor 

The Court: Adversary proceedings. 

Mr. Westover: Adversary proceedings; yes. 

The Court: On fees. [80] 

Mr. Westover: On fees particularly. And in 
that connection I will direct Mr. Bishop’s attention 
to the response that we made here just a few days 
ago in connection with fees in which we suggested 
that San Francisco follow the procedure and sub- 
mit their costs and fees to this court for payment 
out of the fund pursuant to Mr. Ford’s letter. That 
is in our response, Mr. Bishop. 

Thank you. 

The Court: Mr. Tremaine? 

Mr. Tremaine: Like most of the others, I am 
quite willing to have the master paid as long as it 
doesn’t come out of the pocket of my own client. 

Mr. Wallis’ cross-claim and interpleader here has 
been indirectly referred to by various parties as in 
the nature of interpleader. He does claim the 
money, your Honor. 

The Court: He does claim the money ? 

Mr. Tremaine: Yes, your Honor. 

The Court: Yes. It is in the nature of inter- 


pleader. 

Mr. Tremaine: That is right. I just didn’t want 
to let the record stand as it was. 

The Court: Very well. 

Mr. Tremaine: Mr. Angell and Mr. Bishop made 
the point that with the deposit of a considerable 
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portion of what is in the registry that it is in the 
nature of security. I would hke to challenge that 
statement, not as to its [81] accuracy but as to 
having any effect upon this proceeding, because I 
think the argument is directed to a situation where 
a third innocent party, not party to the litigation, 
has security. I don’t say that it would make any 
difference here whether the San Francisco Bank’s 
money was its own money or was here as a result 
of security for one of its loans, assuming for the 
purpose of argument only that the loan was good, 
which I don’t admit. 

Then I was quite interested in the case which 
had been cited in opposition here, one of the few 
we were able to read, Rauer v. Hatfield, a Ninth 
Circuit decision, recorded in 295 EF. 48. That was 
a suit in equity by a trustee in bankruptcy. The 
plaintiff won in the lower court. It was reversed 
in part by the Ninth Cirenit. It had to do with the 
possession of shares and assets of a corporation. 
The District Court fixed the master’s compensation 
under the equity rule and the court pointed out. 
how broad the court’s discretion was. And it makes 
the distinction that I see running through a num- 
ber of cases, that the court has a discretion to 
assess costs of a master in the first instance as 
distinguished from the final hearing. I think that 
has been in the argument, but I don’t think it has 
been brought out in clear black and white. 

Now the court stated in that decision cited by, 
I think it was Mr. Angell or his colleagues, at 


page 52: [82] 
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‘It is our opinion that the order of the 
District Court, in so far as it requires the pay- 
ment of the master’s compensation to be paid 
by Rauer in the first instance, must be upheld. 
In recovering his costs, Rauer may include the 
sums which he was directed to pay and must 
pay the master.”’ 


The point is that even though Mr. Rauer, the de- 
fendant, won on appeal on the main issue, he still 
had to contribute the part that the court in its 
discretion thought was fair in the first instance. 
Then it became an element of costs on final recovery 
under the final judgment. 

That is all I have, your Honor. 

The Court: Mr. Fitting? 

Mr. Fitting: We are willing to stand on our 
memorandum previously filed, your Honor. 

The Court: Mr. McKenna? 

Mr. MeKenna: No, thank you, your Honor. 

The Court: Anybody else? (No response.) 

One thing in connection with fixing the master’s 
fees in this case is a factor which is not ordinarily 
present in a reference to a special] master. [ do not 
have in mind the indispensability of the talents of 
My. Walker, but I do not have in mind that im this 
verv complex and novel litigation that no person 
could serve as a master unless and until they became 
familiar [83] with the whole proceedings and all the 
variety of issues and complaints and contentions and 
positions of the parties. 

It would be almost useless for a person, for in- 


360 John H. Fahey, et al., 


stance, to sit in as a special master on the inspection 
of documents and not have known the whole history 
of the litigation and not be thoroughly familiar with 
the thousands and thousands of pages of pleadings 
and contentions of the parties, and likewise the same 
is true in connection with the accounting of Amman. 
What good would it do to have someone, no matter 
how brilliant or great he might be, to move in as 
master in connection with the accounting of Am- 
mann if he had not had an opportunity to read and 
if he had not, in fact, read and understood all of the 
allegations and assertions which were made at the 
inception of this litigation, as well as the legal con- 
tentions of all of the parties, ineluding, of course, 
the contentions consistently made throughout here 
on behalf of ecrtain defendants that the court had 
no jurisdiction. So that is a factor here which must 
be taken into consideration which ordinarily does 
not exist in connection with a reference to a special 
master and which has certain pecuhar values upon 
which a price cannot be fixed. 

I think that I may say that it has a value to all 
the counsel in the proceedings. How utterly futile 
Mr. Bishop or Mx. Fitting would feel making an ob- 
jection conecrning the [84] inspectability of a docu- 
ment to a person who did not have the familiarity 
with this whole proceeding that Mr. Walker has and 
has had from the beginning. And how utterly use- 
less and frustrated the discoverers or those secking 
discovery would feel stating to the master that they 
desired to see such-and-such a document in such- 
and-such a file when the special master had neither 
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opportunity nor has actually familiarized himself 
with these whole proceedings. 

And the same is true in so far as the official 
defendants are concerned. Certainly the time of 
counsel and fees would have multiplied immeasur- 
ably in this case had you had a person acting as 
special master who, even with all the talents which 
one might consummately wish would exist on the 
part of every person who sat in a judicial or quasi- 
judicial position. I think that the fees that I have 
allowed up to now and the fees that Mr. Walker has 
been requesting are perhaps out of the ordinary in 
amount in so far as special master’s fees are con- 
cerned. I certainly have felt that I have been justi- 
fied up to now in compelling Mr. Walker, who is a 
man not without experience and who certainly is 
not a spring chicken or fresh out of law school, but’ 
is a mature man and entitled to go about his way 
of practicing law, to require him to devote the time 
that is necessary in connection with this matter. It 
is impossible for me, or any other person, even 
though he might have the gift of tongue, to [85] 
place upon any bare or dead record here the situa- 
tion that exists at each session of this court in cou- 
nection with this litigation, or that exists at each 
session of the special master’s hearings. The matter 
of the tensions and the contentions of the parties 
simply cannot be described to the point where they 
ean be relived by a person who is presiding in an 
effort to do justice between parties, and certainly I 
speak as one perhaps with more authority upon that 
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subject than any other person connected with this 
litigation. 

So I feel that I am justified in making an allow- 
ance to the master on account. 

As far as the contentions which were made by Mr. 
Angell and the objections which he asserted are 
concerned, I think that I indicated during the course 
of his argument by my colloquy and discussion with 
him my attitude toward them. It is not my disposi- 
tion, and I shall not at this time attempt, to assess 
the value of the special master’s services up to this 
point in connection with any of the things which 
have been referred to him. I shall not at this time 
assess any sum against any particular fund or any 
particular party to this action. That can best be 
done in justice to all parties and in justice to the 
master at the conclusion of the master’s services. 

I do feel justified in awarding him a sum on ac- 
count at this time as an interim allowance, and 
assessing it against [86] the moneys on deposit in 
court without any further identification of the sum 
from which they should be paid or the parties who 
should pay it or the party who should pay it or the 
particular fund from which it should be drawn. 

As to the amount, I am of course as perplexed as 
any counsel. I dare say that if counsel were to esti- 
mate variously the value of the services—and all of 
vou are lawyers of experience and all of vou, I am 
satisfied, are lawyers who appreciate the complexi- 
ties of the litigation and the difficulties which are, 
after all. faced by one who sits in the position of the 
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special master in this case—I dare say that the sums 
would be astonishing in their variance if it were 
fixed as reasonable interim allowance. 

Mr. Walker has suggested the total value to his 
services as $70,000 some-odd to date. I do not wish 
to be understood, regardless of what I have said or 
what allowance I will make or will say, as indicating 
any value, any fixed value, for his services to date. 
That, in my judgment, can only be done when they 
are ultimately concluded. So that any interim allow- 
ances made here which will take into consideration 
the special features of the requirement of lis serv- 
ices, as I have indicated at the beginning of my re- 
marks, to wit, someone who not only is familiar 
with the litigation but has the capacity to be fa- 
miliar with it, some one of his standing and stature 
as a lawyer and his age in the community, the 
fact [87] that it has taken perhaps all of his time, 
and as I see—I do not see how he could afford to 
engage in any extended litigation, and extended 
litigation is the most compensatory ltigation—cer- 
tainly he has time to run up to the Municipal 
Court on some matter, or perhaps the Small Claims 
Court where they do not allow lawyers, but I do not 
think that that is any measure or standard of com- 
pensation in this case, nor is it a matter that should 
be taken into consideration in figuring what he has 
been or might be deprived from earning. 

He is somewhat in the situation, I believe, of the 
lawyer who is mentioned in one of the California 
cases, the name of which I have forgotten, but which 
is an old case, where a client sued for the return of 
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his money on the ground that he had paid a retainer 
and the lawyer defended on the ground that he had 
earned his retainer when it was paid. Mr. Walker, 
by his appointment here and the duty he owes to the 
court and the litigants in this case, is almost pre- 
cisely in the position of a lawyer who has been 
retained. He owes and he has demonstrated in this 
ease that his first obligation, as far as practicing 
law or otherwise earning his living is concerned, is 
to the litigants in this case and to this case and all 
its features. Those are things which I think, like 
one of the witnesses on the stand said, cannot be 
measured like you buy eggs or sell coal. 

The order of the court will be for an interim al- 
lowance [88] to Mr. Walker of the sum of $15,000, 
payable generally from the funds on deposit in 
court without the allocation thereof to any particular 
fund or charging thereof to any particular sum. 

Mr. Walker: Your Honor, on the previous order 
that was made under Rule 7. 

The Court: What is that? 

Mr. Walker: On the last order the requirement 
of Rule 7, requiring service on counsel and settle- 
ment of the order was waived since it was the court's 
own order. Is that the course to be followed on this 
present order ? 

The Court: I cannot waive anything for any- 
body. You have to get the waiver from counsel. 

Mr. Walker: The court waived the requirement 
of compliance with the rule. 

Mr. Angell: To protect the record, I am going to 
request that we be served with the order and the 
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usual stay because I don’t know what position the 
Bank’s counsel will take. 

The Court: What stay? There is no execution 
here. This is money in charge of the court. 

Mr. Walker: I will prepare the usual order. 

The Court: What did I do in the last order, I 
waived Rule 7? 

Mr. Walker: Yes. 

The Court: Very well. I will waive it again. [89] 

Mr. Walker: In view of counsel’s request for 
the order, I will prepare the waiver and serve him. 

The Court: I will still waive the requirements of 
Rule 7. It is money on deposit in eourt. There is 
no question here of execution on any fund. There 
is no question of staying any execution on any fund. 
It is an interim allowance, which is what I intended 
it to be, on aceount of fees. 

Mr. Walker: Thank you, your Honor. 

The Court: Otherwise the special master’s in- 
terim report is approved. 

The Clerk: What about the disposition of the 
other matters, your Honor? 

The Court: As to the progress of inspection and 
as to the progress on diseovery, the interim report 
is approved. 

The Clerk: Are we to keep No. 5 on the ealen- 
dar? 

Mr. Chapman: I think that has been continued 
from time to time. 

The Court: As to how the inspection of San 
Francisco Bank is progressing ? 

Mr. Chapman: Yes. I suggest that that be con- 
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tinued for 60 days or some such matter. 

The Court: He has made an interim report. 

Mr. Chapman: That is No. 6 and No. 7. No. 5 is 
a matter we keep pending. 

The Court: No. 5 is the hearing on his report 
which he [90] has filed and which was noticed on 
how inspection is progressing, is that not correct, 
Mr. Walker? 

Mr. Walker: I think originally it came on a little 
differently. I was not going to make a report on the 
progress of the discovery proceedings. That has 
been continued from time to time and now I have 
made my interim report on other matters which in- 
cluded also the discovery proceedings. 

The Court: Very well. I think on the matter of 
the discovery proceedings, Item No. 5, that will be 
continued for 60 days for further progress report 
on inspection. The present interim report is ap- 
proved and is continued until that time for further 
report. 

Item No. 6, the interim report of the special 
master on discovery proceedings, is approved and 
the matter of further report on discovery proceed- 
ings is continued until the same date that I con- 
tinued the other matters to, which will be July 24, 
1950, or until such date as the master in the mean- 
time may file a further report. 

In other words, maybe he will complete discovery. 
Maybe he will complete the accounting before then. 

Mr. Tremaine: Does your Honor want that 60 
days to begin on Monday, the nearest Monday? I 
think that would be the 8th. 
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The Court: ‘The nearest Monday. 

No. 5 is continued until May 8th, at 10:00 o’elock 
a.m. [91] No. 6 is continued until July 24, at 10:00 
a.m. That is to say, No. 5 is approved and the in- 
terim report and further matters concerning the 
proceedings are continued until May 8, and No. 6 is 
approved as to the interim report and further pro- 
ceedings continued until July 24, and as to No. 7 the 
allowance is $15,000 on account of the interim re- 
port. 

Is there anything else? 

The Clerk: That is all, your Honor. 

The Court: Court is adjourned. 


(Whereupon, at 4:00 o’clock p.m., court was 
adjourned. ) 


[Endorsed]: Filed March 29, 1950. [92] 


Los Angeles, California 
October 25, 1950—10:00 o’Clock A.M. 


* * * 


The Court: The reason that I am inquiring is 
because of the hearing on February 10th, when Mr. 
MacGuineas gave assurances that he was now i 
charge of the case and that there would be no delay- 
ing tactics of any kind on the part of the persons he 
represented, and gave the court to understand that 
every effort would be urged to expedite the account- 
ing. 

I signed the order, the terms of which were 
settled, on February 10th. Incidentally, I would 
like the record to show that the records and files 
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have gone to the Circuit Court of Appeals in this 
case and the court is considerably handicapped by 
their absence. I do have here, however, from the 
clerk’s judgment docket, I guess it is—what do you 
eall [10*] this, Mr. Clerk? 

The Clerk: Judgment docket. 

The Court: judgment docket, a copy of the 
interim order concerning the accounting of Ammann, 
which order was signed and which was dated the 
10th of February. I think I signed it that day at 
the conclusion of the hearing. 

I fixed a time for the resumption of the account- 
ing in it. That is now almost nine months ago. 

Mr. Fitting: If the court please, I think it breaks 
down into two periods. There is the first period be- 
tween February 10 and August 15, when the FBI 
accountant started work. As to that period, I am 
quite certain that there has been no delay of any 
sort on the part of the government. 

The Court: Now it appears that the time the 
accountants are spending down there is something 
less than 20 hours a week. 

Mr. Walker: Twenty-eight, I believe, your 
Honor. 

The Court: Twenty-eight hours a week which, in 
my judgment, is preposterous and ridiculous. 

T have been informed that the Attorney General’s 
office instructed the accountant, whom I appointed 
on their recommendation and suggestion, that there 
was no need for any hurry. Is that a faet, Mr. Fit- 
ting ? 


* Page numbering stamped at top of page of original Reporter’s 
Transcript. 
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Mr. Fitting: Well, without the document before 
me I don’t remember exactly what it was. [11] 

The Court: Can you get that document? 

Mr. Fitting: I think I possibly ean. 

The Court: I would like to have it, and I think 
that I am entitled to it because the Attorney General 
is an officer of this court and he made representations, 
and if there has been any deliberate effort on the 
part of the Attorney General or anybody in that 
office to delay this accounting, I must regard the 
United States as any other litigant and their counsel 
as any other counsel if they make deliberate delay- 
ing tactics to thwart the orders of the court, espe- 
cially when they consented to them. 


* ae * 


The Court: And even so, since that time, it seems 
to me that there should have been every effort to 
speed up that accounting, because regardless of any 
appeals in the matter there cannot be any doubt but 
what the Board itself ordered Mr. Ammann to return 
it and to account, and there cannot be any doubt but 
what this court entered a judgment to that effect, 
and there cannot be any doubt but what I felt the 
document [12] he filed was not an accounting. [13] 

MURRAY B. MYERSON 

The Court: Let me see the document. 

(Witness passing document to the Court.) 

The Court: Well, as an accountant, Mr. Myerson, 
would [88] you consider it necessary for an ae- 
eurate accounting to show the title condition of the 
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(Testimony of Murray B. Myerson.) 
piece of property at the time the loan was author- 
ized, whether or not the person owned the property ? 

The Witness: I don’t think it would normally 
belong in an accounting, your Honor. When we 
deal with note transactions that have been through 
so many changes, as these in this case, why, I think 
there is no limit to the information we might be able 
to gather. 

The Court: If you are investigating a building 
and loan association, you would find out whether or 
not they had made loans on property to people who 
didn’t own it, wouldn’t you? 

The Witness: Yes, sir. I would think the title 
would be extremely important, I believe. 

The Court: And would it not be important in 
this case, if a loan is made to John Brown, to find 
out whether or not John Brown owned the prop- 
erty? I don’t know that you would be required to 
make a title search, but to show whatever the ree- 
ords show? It is not your contention that the ac- 
countant here must make a title search? 

Mr. Chapman: It is our contention, your Honor, 
he must state what is on the title policy that is in 
the file he is making the accounting from, and those 
title opinions were obtained by Mr. Ammann, and 
some of the things they show as to the condition of 
these titles, we think should be shown in this [84] 
accounting. IT am only asking for information that 
is right in the file he is making Ins accounting from. 

The Court: Is that correct? That in the files 
there are these title policies? 
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(Testimony of Murray B. Myerson.) 
The Witness: I believe in most of the files I have 
seen, there is a title policy, your Honor. [35] 


* % * 


Q. Regardless of how many you have, isn’t it 
important, Mr. Myerson, to know whether there is 
a first or second lien, or whether the borrower even 
owns the property ? 

A. There is a question as to whether that would 
be proper in the average accounting. 

Q. When you audit an association, don’t you re- 
port to whoever you make your audit to whether 
these are firsts or seconds, or whether they are liens 
on anything ? 

A. This is my first audit of an association. I 
ean’t speak from experience on it. 

The Court: It would seem to me that would be 
information that would be required. [37] 

The Witness: ‘That may be so. 

The Court: In other words, if no title had passed 
from a borrower and Mr. Ammann nevertheless 
made the loan on it, certainly it is highly important 
to know that. 

Mr. Fitting: Might I make an explanation? This 
might shortcut it. We have never contended, and 
on the title question, our position is this. First, 
there are peculiar problems here, not as to who 
owned the property, but as to whether or not the 
deeds of trust are first deeds of trust or not, beeause 
there were certain refinancings involved in some of 
them. 

The Court: That would be highly essential, it 
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(Testimony of Murray B. Myerson.) 

would seem to me. If I am ultimately to pass on this 
accounting, and it shows there is a first deed of trust, 
and Mr. Ammann does something with it, the court 
has got to know whether or not he made it a second 
decd of trust and let something else get ahead of 
him. 

Mr. Fitting: The position we have taken as to 
this sheet is that this is to get the basic information 
accountants can get from the files. As far as title 
status is concerned, we are not going to have Mr. 
Myerson and the F.B.I. accountants try to figure out 
the title status of each loan, but they are to work 
out that sheet. As far as the title condition, we 
haven’t said we would give it or we would not give 
it at some stage of the accounting, once this part 
gets rolling along. [38] 

The Court: It seems to me it can be obtained 
while you are going through each file. 

Mr. Fitting: If the court please, that is the 
whole question. The title policy might say that 
it is 

The Court: All he has got to show is what the 
title policy shows. 

Mr. Fitting: But, if the court please, here is the 
thing. The title policy might state Ammann’s loan 
is the second loan on record. The accountant says 
only that Ammann’s loan is a second loan. It was 
contemplated that these sheets be filed as part of the 
accounting. Then we have our accountant saying 
that Ammann’s loan is a second loan. It is the eon- 
tention of the Board, under the peculiar cireum- 
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(Testimony of Murray B. Myerson.) 
stances involved there, it was not a second loan. 

Mr. Chapman: Even though the title company 
said it was? 

Mr. Fitting: Even though the title company says 
idnis: 

The Court: I think they are entitled to whatever 
information is in that file. 

Mr. Fitting: If the court please, that may be 
true. The only position we have taken here is that is 
a question that a lawyer ought to pass on. 

The Court: Ultimately, but this is an account- 
ing, and the court is entitled to have from Ammann 
whether or not he [39] made a loan on a piece of 
property where the title certificate showed it was a 
second loan, or a first loan, or what it was. It is 
merely a matter of recording what the file shows. 

If there is any contest about it, the contest can be 
settled later on. 

Mr. Fitting: It seemed to us that matter could 
be more expeditiously handled in the accounting at 
some later stage, by, perhaps, someone trained in 
that particular problem, rather than the accountants 
here. 

Mr. Chapman: It is three years later now. 

The Court: I don’t think so, counsel. I think as 
long as they are going through the files and getting 
the information concerning these trust deeds, it will 
take one-half a minute longer, or perhaps two 
minutes longer, to write down what the title policy 
shows, whether it is a second or first trust deed. 

Mr. Fitting: Of course, we don’t always agree 
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(Testimony of Murray B. Myerson.) 
with what the title policy shows. 

The Court: I don’t either, but this is Ammann’s 
accounting, this is his record. 

Mr. Fitting: As I say, it seems to me that the 
argument Ammann should show what the status of 
the loans are has cogency, but the only question here 
is more a question of how it is done, and we didn’t 
think that the proper way was to have the F.B.I. ac- 
countants go through and say what the title [40] 
policy shows, thus indicating or giving an inference 
that that is what the loan actually was. We thought 
that the simplest thing 

The Court: If you don’t agree with that, all you 
have got to do is to show—in other words, I think 
the title condition should show title policy dated 
so-and-so, showing so-and-so, whatever that is, and 
then the record is here for anybody to contest the 
validity of the title policy. On these other matters 
here—— 

Mr. Fitting: The other matters, if the court 
please, we have taken the position——— 

Mr. Chapman: Mr. Fitting, if you don’t mind, I 
would like to have my examination of the witness 


continued. 
Mr. Fitting: I thought I could explain to the 
court what our position was. 
Mr. Chapman: Well, I have some questions I 
would like to ask the witness, if you don’t mind. 
The Court: Go ahead and ask them. 
[Endorsed]: Filed Jannary 29, 1951. [41] 


* * * 
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November 1, 1950—10:00 A.M. 

The Court: We will call the 10:00 o’clock eal- 
endar, Mr. Clerk. 

The Clerk: No. 21443, Criminal, United States 
v. Wilham Wolfe Weisband. 

Mr. Hildreath: Ready for the government. 

Mr. Tendler: Ready, your Honor. 

The Clerk: No. 5421-PH and 5678-PH, Consoli- 
dated; Paul Mallonee, et al., v. John H. Fahey, et al. 

The Court: Are you ready? 

Mr. Westover: Ready for the plaintiff. Mr. 
Chapman is in the hall. [I will get him. 
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Mr. Fitting: Ready. 

The Court: Very well. We will proceed with 
this matter and dispose of it before taking up the 
eriminal ease. I do not think this will take too long, 
counsel. 

Mr. Tendler: Yes, your Honor. 

The Court: This matter was put over until today 
leaving unsettled the matter of a form, I think, that 
the accountants were to use, but principally to ascer- 
tain from the Federal Bureau of Investigation the 
length of time it would take to complete the ac- 
counting and the number of men required. 

I see Mr. Myerson is present. Would you resume 
the stand, Mr. Myerson? [67] 


MURRAY B. MYERSON 
having been previously called as a witness, having 
been previously duly sworn, resumed the stand and 
testified further as follows: 


The Clerk: You were sworn before, were you 
not? 
The Witness: Yes, sir. 


Examination 


The Court: I will say that yesterday afternoon 
Mr. Hood, the head of the local Federal Bureau of 
Investigation office, called on me and stated that he 
had received from Mr. Myerson an estimate of 15 
men 60 days, 10 men 90 days and 5 men 6 months. 

Ts that right? 

The Witness: Approximately right; ves, sir. 

The Court: That the greatest number of men 
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that he would have available would be 5. I asked 
him to urge his office in Washington if they could 
not make available enough men so that it could be 
completed at the outside in 90 days, and he said that 
he would do what he could and that you would have 
the answer this morning. 

The Witness: Yes, sir. 

The Court: What is the answer? 

The Witness: The answer is 7 men. 

The Court: Seven men? 

The Witness: Yes, sir; 5 that would be avail- 
able on [68] Monday morning 

The Court: Next Monday? 

The Witness: This coming morning, at Long 
Beach, the first thing in the morning to start, and 
2 men to be added within a few days. 

The Court: And the 7 to be kept continu- 
ously 

The Witness: Continuously on the job. 

The Cot: until completed ? 

The Witness: Yes, except in extreme emergency 
when something comes up over which they have no 
control. 

The Court: Yes. 

The Witness: And that would include the full 
working day, that is, our full 8-hour shift through- 
out the week, including Saturday, as we are now 
on a 6-day week. And those men of course wouldn't 
have—they would be prepared to work exclusively 
on that job and not have any other assignments so 
that we woud like to have them assigned right there 
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at Long Beach for the six days and have records 
made available to them. 

The Court: That could be done as far as your 
office is concerned ? 

The Witness: Yes, sir. 

The Court: Well, that being the case, do the 
parties have any other suggestions at this time? I 
do not know what other alternative there is to com- 
pel Mr. Ammann to conclude [69] his accounting 
other than to bring Mr. Ammann out here. 

Mr. Fitting: If the court please, if J might make 
two observations. 

First, your Honor will recall when we were first 
talking in your chambers about putting the FBI on 
it, one thing that was contemplated was that the 
two parties would work along more or less together 
so that time would be saved and you wouldn’t have 
the problem of the accounting being filed and then 
Long Beach needing an extended period of time 
to go baek over them. 

The Court: Yes, I remember that distinetly. It 
seems to me like it was my idea. 

Mr. Fitting: Yes, I think it was your idea. 

IT might just suggest to your Honor that if too 
many men get in there that the more men you have 
in there the more it complicates that problem. 

The Court: I think that that will work out all 
right. Mr. Myerson has testified that he has not had 
any difficulty with the Association or their account- 
ants, and that they have extended full cooperation. 

IT will ask Mr.—are you Mr. Smith? 
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Mr. Smith: Yes. 

The Court: I will ask Mr. Smith whether or not 
you could accommodate your accountants with that 
number of men so that you could work right along 
with them. [70] 

Mr. Smith: Yes, we could. 

The Court: Do you anticipate any problem in 
that respect, Mr. Myerson? 

The Witness: Not at all. 

The Court: So that when you are through every- 
body will be through looking at the books? 

Mr. Smith: That is correct, your Honor. 

The Witness: I think that with My. Smith’s ¢o- 
operation and the access to some of the schedules 
which he has prepared that we will move along very 
rapidly. 

The Court: Very well. 

Do you have any suggestion to make in that con- 
nection, Mr. Chapman or Mr. Westover? 

Mr. Chapman: I would like to go into the ques- 
tion of information on the form for a few minutes, 
if I can have the exhibits that we had last time, with 
Mr. Myerson for just a moment. Or do you want 
to conclude the question of assigning accountants 
before you go into that? 

The Court: I think that the information on the 
form can be worked out. 

Mr. Chapman: May I have a minute or two on 
that before you rule? 

The Court: Very well. Where are the exhibits? 

The Clerk: Here they are. 
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(The exhibits referred to were passed to 
counsel.) [71] 


The Court: Let me ask this: First, with relation 
to the accounting, on the matter of assigning the 
seven men as Mr. Myerson states, I suppose that 
that will probably take from 60 to 90 days or maybe 
longer to conclude it. 

The Witness: I feel that the first week or two 
we will be getting settled. We will lose a little time 
in the first weeks, but I think we can estimate that 
we will complete it within 90 or 120 days. 

The Court: With the seven men? 

The Witness: Yes, sir. 

The Court: After you get rolling? 

The Witness: After we get rolling we will roll. 

The Court: Very well. 

Mr. Chapman: Your Honor will recall that the 
information that we asked was the dollar value of 
what Ammann had done. It isn’t an ‘‘if’’ question 
at all. He did modify these trust deeds. 

The Court: Yes, I remember the dispute. 

My. Chapman: Now our point is this: There are 
many parties concerned in what he did. The Asso- 
ciation and its depositors are concerned from an 
interest standpoint—what can they collect—but 
every individual borrower is likewise concerned as 
to what does he owe. Does he owe $50 a month for 
the next 20 years or does he owe $100 a month for 
the next five years? Does he owe 614 per cent in- 
terest, as [72] the note calls for that he signed, or 
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does he owe 4 per cent interest for some indefinite 
period as Ammann says? 

The Court: My recollection is that the form pro- 
vided and settled upon which Mr. Myerson was fur- 
nishing, was that that information would be 
furnished. 

Mr. Chapman: In total amount it would not, 
your Honor. 

The Court: Not in a total dollar amount. That 
is a mere matter of calculation and extension. 

Mr. Chapman: Let me make my point. We have 
accountants for the Association. They represent the 
depositors. In other words, they represent the 
lender. But I think throughout this litigation the 
Government has been all too prone to completely 
forget the borrower. They didn’t bother at all when 
his titles were all tangled wp and he had to hire a 
lawyer and come into court and try to clear his title 
so that he could sell his property. Now they are 
not bothering at all on stating to him in simple 
dollars whether it is worth his getting into this 
lawsuit or not. When this accounting is filed, we 
are going to have to notify every borrower whose 
trust deed has been changed that the court is going 
to rule on this matter and that as the Association’s 
attorneys we can’t represent you, we are represent- 
ing the lender, you are either going to be bound by 
that ruling or be in default and we will fix the terms 
of the loan on your home as the court fixes it, or 
you are going to hire vour [73] own attorney and 
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come on in. And there will be hundreds of those 
people. 

The Court: Hight thousand borrowers? 

Mr. Chapman: I don’t think 8000 of them have 
been modified, your Honor. There are about 4000 
loans. 

Unfortunately, when you are dealing with an 
institution the size of ours you have considerable 
sums of money and quite a few thousand people. 

The Court: Yes, I understand. 

Mr. Chapman: Now I think that that borrower 
is entitled, when he picks up this sheet and discusses 
his loan, to know wheye he stands. 

The Court: Have you another one of those sheets 
with you? 

Mr. Chapman: No, I have it right here as an 
exhibit, your Honor. 

I think he is entitled not to have to hire his own 
accountant and make the calculations, nor is he to 
expect that we who are lending him the money, who 
are adversely interested, are to make that caleula- 
tion for him. 

I don’t think that it is any part of our duty to 
make any of the calculations in Ammann’s account- 
ing that are necessary for the people that dealt with 
Ammann to decide whether they need to have a law- 
suit with Ammann about the loan on their home or 
not. [74] 

Let us suppose that we make a calculation and 
take a different theory than Ammann took when he 
made the modification. The borrower says. ‘Well, 
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T am doing business with the Association, whatever 
they say is all right with me.’’ We are then inter- 
preting Ammann’s contract against that borrower 
to the advantage of the Association. 

You see, I have to live in that town, your Honor. 
I have been there all my life. I meet those people, 
and when questions come up at the Association, an 
awful lot of them get referred over to me, and I 
don’t want to say to that borrower, ‘‘I don’t know 
what Ammann did but here is the way we calculate 
it.’’ The natural question they will put up to me is, 
‘“‘Well, why doesn’t the Government calculate it if 
they are the ones that did it,” and I want to be 
able to say to those borrowers that I made the best 
try I could in court to have that done and either I 
was or [ was not able to get that kind of an order. 

The Court: Jf there is anybody in Long Beach 
that does not give vou an ‘‘E”’ for effort I think 
they should come up and sit in this lawsuit for a 
while. 

Mr. Chapman: Thank you, your Honor. T hope 
that is deserved. 

But really I only bring these things up when I 
think there is a very grave necessity. I wouldn’t 
he wasting vour time and mine on this if it wasn’t 
an essential for the [75] future operation of that 
institution. 

We have not tens but hundreds of thousands of 
dollars impounded in checks that we haven’t been 
able to cash while this accounting dragged along 
hecause those checks were tendered to us on the 
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basis of some modification that Ammann made, and 
until it is passed on here if we cashed those checks 
we would estop ourselves for the future 20 years 
for the term of those loans. 

Now that is a very serious situation to this insti- 
tution, and in asking for these calculations we are 
asking for nothing 

The Court: The only thing that appeals to me 
about it, Mr. Chapman, is this, that it is a matter 
concerning which there will be a dispute after the 
accounting is over. 

Mr. Chapman: Unquestionably. 

The Court: It would seem to me then that as 
they are going along, Ammann’s accountants (that 
is the Government accountants) could make their 
ealeulations and your accountants could make their 
calculations on these extensions and if they agree 
that is the end of it. If they disagree, then it is a 
matter for settlement. 

Mr. Chapman: That is night. 

The Court: Would that require too much more 
additional work, Mr. Myerson? 

The Witness: J would have to run one of those 
through. [76] I think it would require quite a bit 
of work, and it would extend our estimate consid- 
erably. 

Mr. Chapman: Your Honor, I don’t think there 
is such a thing as too much work to account for 
somebody else’s money. 

The Court: My point is, I want to get this ac- 
counting done. It has been almost three vears since 
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this institution was turned back, and this litigation 
certainly can never be concluded until that account- 
ing is done. I have a feeling that if the accounting 
were completed that maybe the litigation would 
move along a little faster in all departments. 

Myr. Chapman: I think you have a point there, 
but it should be completed so that the borrowers 
know what they are doing when they come and look 
at it. We have to notify them, and the result will 
be that we will be making part of Ammann’s ac- 
counting for him. That is the essence of it. Just 
like we had to clear up Ammann’s titles for them 
so that our borrowers could have their homes. 

The Court: I do not think it is a matter of vou 
making Ammann’s accounting for him, but I do 
think it is a matter that after the accounting is 
finished that your accountants will make their ¢al- 
culations and come in and insist that the extended 
figures are such-and-such. 

Mr. Chapman: That is true. 

The Court: Now, then, you will have to go back, 
in so far as Ammann is concerned, and have them 
check the books [77] and records to see whether or 
not the figures are accurate. 

Mr. Chapman: That is nght. 

The Court: So it is not a matter of the principal 
that is to be settled by the accounting here, it is the 
matter of the calculations. 

Mr. Chapman: Well, if we are in agreement, 
certainly they should make their calculation when 
we make ours and clear that area out of the area 


vs. Ronald Walker, ete. 387 


(Testimony of Murray B. Myerson.) 
of dispute; and if we are in disagreement we ought 
to find it out as we go along and know why. 

Myr. Fitting: If the court please, on this question, 
the way the form is set up now we show what Am- 
mann actually did to the loan. Now suppose the 
court finds that the modifications are proper. Then 
all the computations just go out the window. 

The Court: No. 

My. Chapman: No, I disagree with that. 

The Court: One of the factors probably to be 
taken into consideration as to whether or not the 
modification was proper was what the result of it 
was. 

Mr. Fitting: The result is simple. It cut the 
interest rate from such-and-such and reduced the 
payments. 

The Court: But how much less did he give back 
in value of assets than what he got? In other words, 
a trust deed for $8000 bearing interest at 6 per cent 
and payable in the [7S] term of 15 vears is worth 
so much money. It is worth a different value than 
a trust deed for $8000 bearing interest at 414 per 
cent and due in 30 years. 

Mr. Fitting: But the question is, whether he had 
the power to modify them and whether he exercised 
the power reasonably. 

The Court: Suppose I decide that he did not 
have the power to modify them and he did not ex- 
ercise it reasonably, then we have to go and have 
the accounting all over again. 

Mr. Fitting: No, your Honor. Then it is very 
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simple. Then the original terms stand and Long 
Beach is whole. 

The Court: Then how much money does Am- 
mann owe? That is the thing. 

Mr. Fitting: He owes the difference. 

The Court: And how are you going to find that 
out except by these calculations? 

Myr. Fitting: There will have to be calculations, 
but here is the point 

The Court: Then I think the calculations might 
just as well be made as we go along. 

Mr. Fitting: But why, asa part of showing what 
he did, must we calculate what would be the damages 
if he had done something else? The accounting is 
supposed to show what he did. 

The Court: It reduces itself down to a matter of 
what [79] the value of the asset was on the day it 
was returned, as I have pointed out. A trust deed 
with a lesser interest rate and a longer term on an 
identical face amount has a different value than a 
trust deed at a larger interest rate in a shorter term. 

Mr. Fitting: Your Honor will remember we once 
had an argument about whether all these assets 
should be appraised, and our position was that all 
we had to show was what he gave back and that we 
weren't getting into questions of value. 

The Court: Maybe we can get away from an 
appraisal entirely. I was not inclined to think that 
it should be granted. But it seems to me, while it 
is being done, that the matter of extending these 
figures is a mere matter of mathematical calculation. 

The Witness: It goes into maturities there, your 
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Honor. I pointed out the other day that maturity is 
not stated in most cases, and they are not too easily 
ascertainable. 

Mr. Chapman: How is the borrower ever going 
to figure out what happened to it? I think that is 
an accountant’s job, your Honor. 

The Court: Well, I do not know. 

The Witness: The notes in most cases provide 
for a certain payment every month until the loan 
is paid off, and we have tried in a few cases to de- 
termine what the estimated maturity was. I believe 
that we finally worked it out, but [80] it wasn’t too 
simple. 

Mr. Fitting: If your Honor is contemplating 
that work, I might suggest to your Honor that per- 
haps Mr. Myerson’s estimate might be longer. 

The Witness: I felt originally that after we com- 
pleted the form that we were working on now it 
was possible at that time to go through all of these 
note transactions from the form and make the com- 
putations then. 

The Court: You mean the extensions? 

The Witness: The extensions then, if it were 
agreed that we were going to do it. I don’t know 
whether it can be done as we go along. What I 
mean to say is, I don’t know whether when we get 
through al] the information we will need will be 
on the form or not. I haven’t studied it over too 
carefully lately. 

But if that is possible, if the form will give us all 
the information we need to make our computations 
after we complete all the forms on the loans, then 
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it might be a matter that we could let go until then 
and have it decided. 

Mr. Chapman: My point, your Honor, is that 
somebody ought to tell the borrowers what they 
have done with his loan and how much he owes, and 
it isn’t our job. We didn’t make the modifications. 

The Court: On this form, I have already indi- 
cated—and I will make an order in that connec- 
tion—that the title [81] condition should be shown, 
and that this information in the lower left-hand 
corner here headed, ‘‘Interest at Original Rate on 
Original Loan,’’ and the items, ‘‘Until Refi- 
naneed,’’ ‘‘Until Modified,’ ‘‘Until Assigned,”’ 
‘‘Until Delivered to Court,’’ ‘‘After Refinancing to 
1-24-48,’ ‘‘ After Modifying to 1-24-48,’ and ‘‘After 
Assigning to 1-24-48," it seems to me that that is all 
necessary information and will be included in the 
order. 

This on the lower right-hand corner which was 
refused—— 

I understand otherwise this document and form 
is the same? 

The Witness: I believe so. 

The Court: ——‘‘Interest After Modification on 
Modified Principal Balance at Old Rate,’ “To 
1-24-48,’’ is not that the same information that you 
have over here? 

Mr. Chapman: No, vour Honor. When they 
changed both the principal balance and the rate of 
interest they have to be segregated. Some of these 
changes are verv comprehensive. It is in essenve 
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almost the rewriting of a new loan. It changes not 
only the interest rate but the principal balance and 
the monthly payments likewise change, so all the 
three factors, principal balance, rate of interest and 
monthly payment are changed in many instances 
and they are changed in terms that are most am- 
biguous. 

The Court: 1 can appreciate the accountants’ 
reluctance [82] to put down as an accounting mat- 
ter the date of maturity of the modified maturity 
because from what you have stated these loans and 
notes are payable at a gross sum of money each 
month. 

Mr. Chapman: That is correct. 

The Court: A portion of which is principal and 
a portion of which is interest. 

The Witness: That is correct. 

The Court: If a couple of months are missed, 
then I suppose that that would throw out of kilter 
the maturity date? 

The Witness: That is mght. 

Mr. Chapman: We only ask approximately 
within a few months. I think certainly in a modi- 
fication from 15 to 30 years we ought to have it. 

The Court: What is that? 

Mr. Chapman: When there is a modification as 
great as from 15 to 30 years, I think they can get 
an approximate estimate of how much that will be. 
Somebody has to tell this to the borrowers. It is 
their payments, and it is the duty of the people that 
seized the institution and made those changes to 
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make that statement to the borrowers and not have 
us take the responsibility of doing their accounting 
for them. They are the ones who made the changes. 

The Court: It would seem to me that this form 
should [83] have on it an item, ‘‘Original Ma- 
turity,’’ ‘‘ Approximate Modified Maturity’’—that is 
the best that vou can get, is it not? 

The Witness: Well, that will just double the 
project that I mentioned before. It is difficult to 
ascertain the original maturity and it is difficult to 
arrive at the new maturity. That will double the 
time that will have to be devoted just to ascertaining 
the maturity date. 

Mr. Fitting: If the court please, we have the 
approximate maturity on May 20th, which is al- 
ready in there. 

The Court: What is that? 

Mr. Fitting: We have at the left-hand column 
at the top, ‘‘Status at May 20, 1946,”’ and ‘‘ Approxi- 
mate Maturity.”’ 

The Court: Yes, that is right. 

Mr. Fitting: Then on the modification we have 
approximate and refinancing due approximate. 

The Court: Yes, that is right. 

Mr. Fitting: Anything that Ammann did we 
have. 

The Court: Yes, I think you have that. 

I will not make the order to include this informa- 
tion requested in the lower right-hand corner at this 
time. If after the accounting has progressed to a 
point where the accountants themselves are in a 
position to state what they can ascertain from the 
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records, and any party to the proceedings are ad- 
vised that this information should be secured, they 
may [84] make a motion to the court and I will give 
consideration to it at that time. But they now have 
the men available and I want them to get down there 
and get to work so the accounting can be completed 
and not spend a lot of time trying to find out what 
they are going to look for. 

Mr. Chapman: May I understand that ruling? 
Then neither side is to make the caleulations at this 
time? 

The Court: You can make any calculations you 
want to. It 1s your accountants and vour books and 
your Association now. You can make any calcula- 
tions you want to. 

Mr. Chapman: 1 appreciate that, vour Honor, 
but I don’t want us to have any Hability to state to 
these borrowers before this accounting is approved 
what their loans are, what their terms of payment 
are, or what their interest rates are. On this ruling 
that you are making now that is going into the 
transcript, I am going to have to refer to the people 
when they come to me and say, ‘‘ What do we owe?”’ 
IT am going to have to say, ‘‘I don’t know until the 
court rules on it. Here are the figures; make your 
own guess.”’ 

The Court: What do I say to people when they 
come to me and tell me what they really think 
of me? 

Mr. Chapman: I do not want to be msunder- 
stood, your Honor. I certainly wouldn't do any- 
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thing like that. I am just trying to bring you some 
of the difficulties that we have down there. [85] 

The Court: I do not think that has anything to 
do with it, Mr. Chapman, at this time. I am simply 
trying to make this order and expedite the matter 
of Ammann giving an accounting to this court and 
to the Association, and now at my own suggestion 
you put your accountants in at the same time so that 
as you go along a great deal of time and money and 
effort will be saved so that at the conclusion of the 
accounting your accountants should be able to say, 
‘‘Well, we claim that Ammann owes us so much 
money, for these reasons.”’ 

Mr. Chapman: That is right. 

The Court: Now if you want to make those eal- 
culations, you can, but I do not want to include it 
in an order, and if you will attach one of these 
forms to the order J think that it will be a little 
clearer than my oral statement here in the tran- 
seript. 

Mr. Chapman: We should prepare a written 
order. I think that is sound. 

The Court: But you understand this portion that 
I am not ordering included ? 

My. Chapman: Perhaps I should come and look 
at the form. I thought I had one with me but that 
seems to be the only one available. 

The Court: If I understand it correctly, Mr. 
Mverson, the matters here in the lower Jeft-hand 
corner are simply matters of calculation from all 
this data. [86] 
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The Witness: That is what I have always 
thought, but I haven’t gone over them enough. 

The Court: This matter here on the calculating 
as to the modified maturity is the matter concerning 
which you have some doubt as to your ability to 
ascertain it from the records. 

The Witness: I believe we can get it all right, 
your Honor, but I think it will take time, perhaps 
considerable time. 

The Court: In any event, my order will be to 
approve this form—what do vou call this, a work 
sheet ? 

The Witness: We eall it a form for recording 
the information on the loans. We haven’t gotten a 
nickname for it yet, but it will probably have a good 
one. 

The Court: I see. 

Mr. Chapman: And which is probably not ten- 
able to the other side. 

The Court: In any event, the order of the court 
will be to approve this form with this portion in 
the lower right-hand corner beginning ‘‘ Interest 
After Modification on Modified Principal Balance 
at Old Rate’’ omitted but without prejudice to the 
rights of anybody at any time during the process 
of the accounting to move the court for that infor- 
mation to be required to be furnished. 

The Witness: Yes, sir. [87] 

The Court: In other words, at a later period in 
the accounting you may be able to ascertain that 
that can be found easily and quickly, or the Asso- 
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ciation’s accountants may figure out some rule of 
thumb by which it can be ascertained. 

The Witness: We have this situation now, your 
Honor: We have partially completed over 2000 of 
these on the shorter form basis. Now we have this 
additional information to add to the form. 

The Court: J understand that that is mere cal- 
culation. 

The Witness: I mean, we don’t have these words 
and lines on the form we are working on now. 

The Court: Yes. 

Mr. Chapman: Your counsel were notified as to 
our objections before you proceeded. I think the 
formalities were complied with and all were put 
on notice. 

The Court: In any event, I will make the order 
as I have indicated. And will you prepare a written 
order, and next Monday—is it agreeable to the Asso- 
ciation and to the original stockholders and every- 
body else that we proceed with the FBI accountants 
with seven men ? 

Mr. Chapman: Just as soon as we ean, your 
Honor. I want to get this accounting over with. 

The Court: Is it agreeable that we proceed on 
that basis? [88] 

Mr. Chapman: We wish that there were more, 
but if that is all we can get we will take them and 
go ahead. 

The Court: Of conrse, you wish there were more. 

Mr. Tolin, the order made here originally was to 
require Mr. Ammann to acconnt. It was at the sug- 
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gestion and request of the Assistant Attorney Gen- 
eral, Mr. MacGuineas, that the FBI aecountants be 
designated, and my order required that they should 
designate accountants within a certain number of 
days. Now you have heard Mr. Myerson’s statement 
that there ean be seven men? 

Mr. Tolin: Yes, your Honor. 

The Court: I would like your assurances that 
there will be no effort to distract any of these men 
or take them away from this work until this ae- 
counting is completed. 

Mr. Tolin: Your Honor, when we left court here 
a week ago today I communicated with Mr. Newell 
Clapp, who is acting for Mr. Morrison in Washing- 
ton—Mr. Morrison not being immediately available 
then—and I also talked with Mr. Hood of the local 
office of the Federal Bureau of Investigation. I 
think all those people are in accord with the idea 
that the accounting shall go forward with as many 
men assigned to it as practicable. Mr. Hood at first 
didn’t know that they would be able to put seven 
men to work, and as late as yesterday afternoon 

The Court: I understand all that. All I want to 
know [89] is whether or not vou, as the respon- 
sible representative of the United States Govern- 
ment, will now assure this court that every effort 
will be made on your part to keep seven men at this 
aecounting from the FBI until it is concluded. 

my ‘Tolm: Certainly, vonr Honor, 

The Court: Very well. 

The Witness: May I ask a question? 

The Court: Yes. 
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The Witness: There has been some mention 
about the plaintiff’s accountants who are assisting 
in the accounting. 

The Court: Yes. 

The Witness: Of course, we have had all the 
assistance and cooperation from Mr. Smith that we 
have asked for. Of course, Mr. Smith is there 
largely in an advisory capacity. There is no work 
being done on this project so far as I know by any 
of the plaintiff’s accountants. 

The Court: I understand. 

The Witness: You understand that? 

The Court: Yes. 

The Witness: That is okay. 

The Court: Yes, J understand that. 

In other words, the idea of having Mr. Smith 
there is so that when your accountants come in that 
I will not have to wait another six months while 
the Association goes back and checks vour [90] 
accountants. 

The Witness: The idea being that Mr. Smith 
would check our accounting as we go along? 

The Court: Mr. Smith should verify this infor- 
mation sheet by sheet so that when it is finished 
the Association and Ammann will be able to tell 
this court, ‘‘This is what the books show.’’ 

You understand that? 

Mr. Smith: Yes, your Honor. 

The Court: Are you doing that? 

The Witness: We haven’t presented a completed 
sheet to Mr. Smith as yet. We are just picking up 
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information as we can from the various records 
that we have. We have to gather in some cases— 
well, we have to gather information from four or 
five different sources before we can complete a 
single sheet and before computations are made. So 
I don’t know at what stage of the game the plain- 
tiffs will have an opportunity to start checking our 
sheets. 

The Court: I mnderstand. 

Mr. Chapman: We have yet to have the first of 
that work submitted to us to check. 

The Court: What is that? 

Mr. Chapman: We have yet to have the first of 
Mr. Myerson’s work submitted to us to check, and 
any figures or computations. We have had discus- 
sions as to forms but, as he just now says, he has 
yet to give us the first of these [91] completed sheets 
on which we can make computations or check his 
ealeulations. 

The Court: Can the Association’s accountauts 
have sufficient men available so that it will not delay 
the work of the other accountants? 

Mr. Chapman: As soon as there is any work for 
them to do, we will have the men available. As soon 
as there is anything delivered to us to work on, 
we will. 

The Court: Would that be a practical matter, 
to turn these over to them? 

The Witness: Yes, indeed. 

The Court: As you go along? 

The Witness: Yes, sir. As soon as we get any 
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quantity of completed work done we can turn them 
over to them and they can work out their method 
of checking our figures. 

The Court: Very well. If there is any difficulty 
in connection with the matter, why any party can 
come to court or go to the special master. 

Mr. Chapman: We will prepare an order and 
submit it, your Honor. 

The Court: Very well. Is there anything else? 

Mr. Westover: Just one point, so that there 
won't be any confusion about it. As I understand 
it, Mr. Smith and his accountants can check the 
transfer from the books to the various sheets. In 
other words {92} 

The Court: I think the accountants can work 
that out among themselves. Do you not feel so, Mr. 
Smith ? 

Mr. Smith: TI feel confident that we can, sir. 

The Court: In other words, I do not want you 
to come back here at the end of this accounting and 
then have the Association’s accountants say, ‘* Well, 
we have not got an accounting and we have to go 
down and check all of these figures against all the 
original records from which they are taken.” 

Mi. Westover: They can check them against the 
original records, but there should be some period of 
computing after we get the computations of what 
Ammann's figures show. 

The Court: Let them figure it out. Lf they ean 
figure it out among themselves, fine: if they cannot, 
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you can come up here and I will do something 
about it. 

Mr. Chapman: I think what your Honor con- 
templates is an assembly line so that as soon as we 
get the first part on our end of the line we can go 
to work on them. 

The Court: Very well. And you might recite in 
the order that the assurances are given to the court 
that there will be five men Monday and shortly 
thereafter seven men, seven accountants, to be main- 
tained on the job until it is finished. 

Mr. Chapman: As soon as we e¢an have this 
trauscript we will prepare the order, your [93] 
Honor. 

I would also like to have the record show that 
there is a matter set next Monday, and I had pre- 
viously a matter set in Long Beach which I had 
expressly said that that Monday was clear, two 
weeks ago. I am making every effort to continue 
it, but there is a possibility that I can’t be here 
next Monday. 

The Court: What is on for next Monday? 

My. Chapman: Myr. Walker has a motion on I 
think for additional fees. I want to be present when 
that is argued. I will let the court and Mr. Walker 
know before the close of this week if I can continue 
my Long Beach matter, and if I cannot I may have 
to ask the court’s indulgence here. 

The Court: We will meet that bridge when we 
come to it. 

Now the matter formally on the calendar today 
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was the interim report of the special master. 

Mr. Walker: Yes, vour Honor. 

The Court: That will just go off calendar. 

Mr. Walker: Thank you. 

The Court: Very well. We will have a short 
recess and then take up the other criminal matters. 


(Whereupon, at 10:40 o’clock a.m., a recess 
was taken.) 


[Endorsed]: Filed March 26, 1951. [94] 


REPORTER’S TRANSCRIPT 
OF PROCEEDINGS 


November 6, 1950—10:00 A.M. 
(Other court matters.) 


The Clerk: No. 5421-PH, Civil, Mallonee v. 
Fahey, consolidated with No. 5678. 

The Court: We will have a short recess before 
I take up this matter. 

Mr. Chapman: May I suggest before vou recess, 
I was served with 20 pages of opposition at 10:15 
this morning. During the court’s proceedings I 
managed to go through about 10 of these pages, but 
T would lke an opportunity to know something 
about what the opposition is about. 

The Court: Has everybody served everything on 
everybody else that they are going to serve in this 
matter ? 

Mr. Bishop: Your Honor, could I approach the 
bench to have a stipulation filed? We were unable 
to get yon on Friday afternoon to sign it, but Mr. 
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Walker stipulated that we could have until today 
within which to file our opposition, and I do want 
to extend every opportunity to Mr. Chapman for 
further examination of our opposition. However, 
I would like to say that the opposition is exactly 
the same in all respects as it was the last time, 
substantially, and in that connection I, of course, 
have at no time assumed any responsibility in this 
matter in connection with the opposition of Mr. 
Walker’s matter because of the association that has 
existed [4*] between us. 

However, the papers were served on me and I 
want to explain why there has been a little delay. 
There wasn’t five days for my opposing counsel, 
Mr. Angell, to even have a chance to prepare any 
papers because I have to send them up north and 
the time got very short. But as far as the time of 
the court is concerned, I think I can safely say 
that it is exactly the same position as we took the 
last time. 

Is that correct, Mr. Angell? 

Mr. Angell: That is correct. They are jurisdic- 
tional. 

The Court: I would like to observe in that con- 
nection, the reason for the appointment of the 
special master in connection with the discovery pro- 
ceedings was, No. 1, because I think that the parties 
seeking discovery are entitled to it in connection 
with the whole case, and particularly are they en- 
titled to it in connection with the deposition of Myr. 
Fahey, and the reason for the appointment of a 


* Page numbering appearing at top of page of original Reporter’s 
Transcript. 
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special master was to protect and preserve the 
rights of the Bank and of the public. So far as 
the parties seeking discovery are concerned, I do 
not need any special master. I can order a dis- 
covery and order the Bank to let them go down 
and see everything, and hold the Bank in contempt 
if you refuse. 

So it seems to me that the Bank hag very little 
footing to stand on in coming in here and objecting 
to a special master who was made necessary by 
their objections to the discovery. [5] 

Mr. Bishop: May I reply to that, your Honor? 

The Court: Yes. 

Mr. Bishop: I believe you said in connection 
with another matter you heard this morning that 
there was virtue in persistence. We have raised— 
and I don’t propose to reargue them this morning; 
and I do not think Mr. Angell does—certain juris- 
dictional questions which, as I say, have been raised 
ad infinitum and ad nauseam until the court doesn’t 
want to hear any more. We are mcrely preserving 
our record, and I believe that we would be ecriti- 
cized if we didn’t do so, and it would be our duty 
and privilege as lawyers to continue to do so. That 
was why I was trying to make the issue very clear. 
Furthermore, the special master is not only special 
master for the discovery proceedings, he is also 
special master in the accounting proceedings. 

The Court: Yes, he is special master in the 
accounting proceedings as well, but insofar as the 
work which the special master has been doing on 
the last two or three allowances, whatever they 
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were, it has been principally in connection with the 
discovery proceedings. 

Mr. Bishop: That is correct, your Honor. 

The Court: And as to the discovery proceed- 
ings, as I say, the special master is made necessary 
only by virtue of the defendants’ objections and the 
court’s desire to preserve [6] the objections of the 
defendants in connection with the public interest 
which was urged upon the court as being involved. 

Now, if the defendant bank and the official de- 
fendants object to having the special master, I have 
held that the plaintiffs are entitled to their inspec- 
tion, and if there is any further objection to it I 
will discharge the special master and compel the 
defendants to permit inspection of all documents at 
the place of business, whenever they want to. This 
inspection proceeding has dragged out so long that 
it is getting to be ridiculous. 

I think we will have the morning recess. Before 
we recess, however, here is a thought that I have in 
mind in connection with this matter. I have some 
other matters coming up this morning—how long 
will you be, Mr. Grainger ? 

Mr. Grainger: J think that it will probably take 
us a full hour. 

The Court: ‘Then J have the criminal calendar 
this afternoon, a eriminal sentence calendar, and 
also two pre-trials. I think probably time might be 
saved in connection with the Long Beach matter if 
J just continued this hearing until 3:00 o’clock this 
afternoon. Then everybody would be able to read 
the affidavits. 
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Here is a thought in connection with this matter 
that I would like to put out to counsel and the mas- 
ter, that probably this matter could best be handled 
in view of the fact [7] that it is almost a continuous 
job by the master, of a monthly allowance of fees 
and payable monthly. I would like counsel to think 
about that in the meantime. 

We will have a short recess, and this matter will 
be continued until 3:00 o’clock this afternoon. 


(Other court matters.) [8] 


November 11, 1950—3:00 o’Clock, P.M. 
(Other court matters.) 


The Court: Very well. Mallonee vs. Fahey. 
Hearing on motion for approval of interim report 
of special master and for allowance of interim fees. 
I have read the master’s answering affidavit. 

Mr. Walker? 

Mr. Walker: I do not know that any prolonged 
argument on the petition is required, your Honor. 
I have attempted in my petition this time to set 
forth the days and hours. The whole thing is re- 
duced to days. I believe my petition shows 7614 days, 
and since that time, since the time of the filing of 
the petition, to date there have been two additional 
discovery proceedings and a half day in court the 
other day on the accounting matter, which would 
make a total of 79 days’ work involved, of which 63 
have been in connection with the discovery hearings, 
that is, actual hearings. 
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I was naturally somewhat hesitant in filing for 
another interim allowance, due to the fact that an 
appeal had been taken from the last order. How- 
ever, since this case is engaging a great deal of my 
time, if I am to continue in this work my appetite 
prompts me to file again for fees. In other words. to 
keep the wolf from the door. 

The Court: If I understand what you are saying, 
and [9] not quite as bluntly, it is that you are now 
in the position where you either must discontinue 
being special master or get some more fees. 

Mr. Walker: That is night, your Honor, it hav- 
ing been eight months since the last allowance. 

The objections filed on behalf of the San Fran- 
cisco Bank, it seems to me, go more to the propricty 
of assessing the fees at the conclusion of the case 
rather than to the interim allowance at this time. 

The Court: I think that is correct. It is not now 
a question of assessing fees—as a matter of fact, I 
would hke to add to the observations that I made 
this morning—that the necessity for the special mas- 
ter arose not only from the objections urged by the 
defendant bank and the official defendants that there 
was confidential information, but also from their ob- 
jections that to permit the mspection would inter- 
fere with the conduct of their business. So the court 
is certainly not now, and has not intended at any 
time to indicate against whom these fees would ul- 
timately be charged, and I do not propose now to 
make any decision on that point. 

Mr. Walker: That probably covers the point that 
I was going to make. 
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In the objections there is some reference made to 
the extended time which has been required in the 
discovery proceedings and, frankly, it seems to me 
it has continued for a [10] long, long time. 

The Court: In connection with the discovery and 
Mr. Newell’s segregation of matters out of the super- 
visory files, are those submitted to you before he 
withdraws them ? 

Mr. Walker: No, they have not been submitted 
to me. 

The Court: They should be. 

Mr. Walker: The culling or the segregation of 
the files has all been completed in the Los Angeles 
office, your Honor. They have not come in to the dis- 
covery proceedings as yet. I understand they are 
ready to come in, that is, when we reach that point. 

The Court: I think the master is the one who 
should say whether or not they are of a confidential 
nature or would injure the public interest rather 
than the Bank or some officer or some official or 
bookkeeper, clerk or auditor of the Bank. 

Mr. Walker: Well, your Honor will recall that 
that was done by arrangement and agreement with 
the Department of Justice at the time the executive 
privilege was urged against the production of those 
records, so that a representative from the Home 
Loan Bank Board was appointed to segregate the 
material in those files by data and as in the public 
interest. 

The Court: That is right, but sooner or later 
some member of the judicial branch of the Govern- 
ment is going to [11] have to pass on whether or not 
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he made a right segregation. Something may appear 
to him to affect the public interest because it might 
affect the outcome of this lawsuit, as far as the 
Bank is concerned, or some of the defendants. 

Mr. Walker: It will ultimately require a ruling 
on the executive privilege, which has been asserted 
against the material which has been removed from 
the file. 

The Court: But the discovery has not yet reaehed 
that point? 

Mr. Walker: We are just about there, your 
Honor. 

The Court: Very well. 

Do you have anything more to say? 

Mr. Walker: I suppose I should go into the 
question of the value of fees, your Honor, and the 
amount which I would like to request. 

We have had expert testimony by several attor- 
neys as to the value of attorney fees. I think an at- 
torney in the capacity of master is probably entitled 
to the same working rate, although it is in a differ- 
ent capaeity, nevertheless the headaches are not less 
severe. The testimony, I believe of almost all of the 
three or four different experts, has placed a value 
of an attorney’s services to do justice to himself at 
around $250 a day. I think that is rather high for 
the services which I have rendered in this case, and 
I am not asking for that amount, but I refer to it 
as the only [12] evidence before the court. 

An element has entered into this matter, however, 
which I believe should be referred to, and that is the 
question of contingency. In other words, there are 
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appeals, or there is one appeal pending from the 
previous allowance, and if the Government and the 
San Francisco Bank are going to be consistent J 
can only assume that there will be an additional ap- 
peal from this. 

I made various computations here on different 
rates per day, your Honor, and if you are interested 
in them I will give them to you. 

It would seem to me that with the ramifications 
and complications and complexities of this case, a 
figure of $200 a day is not excessive. Based on that 
figure, for the 79 days involved the figure is $15,800. 

The Court: Seventy-six and one-half days, is it 
not? 

Mr. Walker: There is 244 days between the fil- 
ing of the petition and the present hearing. 

The Court: Let us not count those yet. 

Mr. Walker: That throws my figures off then. I 
made it on the basis of 79 days. 

The Court: Well, on the basis of 79 days, at what 
rate? 

Mr. Walker: At $200 a day, that is $15,800. 

I also made a computation on the basis of $200 
for the [13] discovery hearings and $150 for the 
office and court days. There were 16 such days and 
63 days of discovery hearings. That totals $14,800. 

1 made another computation on the basis of $150 
for 79 davs straight through, and that figure is 
€11,850. 

T made another computation on the basis of $100 
for 79 davs, which, of course. is $7900. 
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I feel that the latter figure is too low. I feel that 
the figure of $200 a day for the discovery proceed- 
ings and $150 a day for the office and court work, or 
an amount of $14,800, is not excessive. 

Of course I will be only too happy to accept what- 
ever figure the court may allow me. 

The Court: Did you keep any records of the 
hours involved in the formal hearings? How long 
do they last, how many hours? 

Mr. Walker: We convene at 10:00 am. we 
usually take a 2-hour recess, although that is not 
universal; sometimes we reconvene at 1:30. The 
bank vault closes at 4:30, so we try to conclude by 
4:15 to 4:30 so that the books and records may be 
put into the vault. It is about a 414-hour court day. 

The Court: But it actually kills the whole day? 

Mr. Walker: It kills the whole day completely; 
yes. 

On the other days for the office work, which is a 
bit involved, I totaled the hours and divided that by 
7 so that [14] that computation is made on the 
basis of a 7-hour day for that work. 

I have the transcripts here of the discovery pro- 
ceedings. [ do not know whether the court or any 
of the counsel are interested in seeing them. But 
we have not been idle. There are 7) transcripts 
here. The total pages are 2291. The volumes them- 
selves are misleading in that the thick ones con- 
taining a lot of pages is a lot of argument and not 
much discovery, whereas the very thin ones we can 
say that the time was spent in the examination of 
the files and records. 
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The Court: Very well. 

Do you have anything to say other than your 
formal objections lodged in your affidavit in re- 
sponse, Mr. Fitting ? 

Mr. Fitting: Our objections appear in the re- 
sponse that we have filed, your Honor. They are the 
same objections that we have heretofore presented. 

The Court: Very well. 

Mr. Angell: We have nothing new to add as to 
what we argued at the last hearing, and our objec- 
tions are substantially the same. 

The Court: Assuming you are wrong, how much 
should be allowed him per day? 

Mr. Angell: I wouldn’t want to say, your Honor. 

The Court: Mr. Bishop? 

Mr. Bishop: For reasons previously stated, your 
Honor, [15] and that is the association between Mr. 
Walker and myself, I don’t think I should make any 
suggestion, as people might say I was prejudiced 
or biased in his favor. 

I do want to make this one observation, your 
Honor—it doesn’t directly have to do with that 
question, but I didn’t want your Honor to misunder- 
stand the situation about the so-called supervisory 
records. You referred to the Bank. That is a prob- 
lem between the Home Loan Bank Board and the 
opposition, not the Bank. In other words, the eulling 
of the supervisory files, that arrangement, was not 
made by 

The Court: We will come to that later. Maybe 
1 had a misunderstanding. 

Mr. Chapman: Your Honor, Mr. Noon has filed 
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an affidavit and we have him here under subpoena. 
I would like to ask him a few questions about this. 

The Court: Very well. Come forward and be 
sworn. 

I do not think that the matters in Mr. Noon’s 
affidavit about how much interest has accumulated 
and the amount on deposit, and in the answer filed 
here, are material because I am not now, and have 
not at any time done so, or intended to indicate 
against whom or by whom these fees should ul- 
timately be paid. 

Mr. Chapman: I think your Honor is undoubt- 
edly correct, but we have the problem that that affi- 
davit was probably filed as the basis of part of the 
appeal. I don’t think it [16] is correct as stated and 
T wanted to inquire into it so if anything is done in 
the appellate court they will have the benefit of 
the cross-examination. 

Mr. Angell: The only purpose of that affidavit is 
to show that the notes remain unpaid, and at this 
time, and the lien of the bank. 

The Court: I would strike the affidavit as im- 
material, wholly immaterial, in connection with this 
hearing. 

Mr. Angell: To which we would like, for the ree- 
ord, to have our objeetion noted. 

The Court: I mean, if anybody would make a 
motion to that effect. 

Mr. Chapman: I haven’t so moved because I 
would still like to cross-examine Mr. Noon on the 
subject. I believe you would be correet in so strik- 
ing it. However, it is in the file whether you strike 
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it or not, and it still goes up on appeal, and it isn’t 
consistent with his last affidavit. I would like to see 
where the difference is, your Honor. He filed the 
same kind of an affidavit in March, on the same 
subject matter. I would like to go into it. I think I 
ean be very brief about it. 

Mr. Angell: We have no objection. We want the 
right figures in there, too, and if there is any dis- 
crepancy we would like to have it. 

Mr. Bishop: I would like to make an observation 
about [17] that affidavit. There is another point 
where we believe that it is important, and that is by 
the mere fact that the court has not attempted in 
some of its previous orders to assess the cost of the 
master, or to assess attorney fees in one instance 
against a particular party but in others it has, but 
nonetheless the fund that is in court is being in- 
vaded, and that is to show that we have an interest 
in that fund. Otherwise I don’t think we would 
even have any right to appeal. We have to make 
some showing that it is our fund, and for no other 
purpose than that I believe the affidavit is a guide 
and of service to the court in illustrating that we 
at least have some interest in moneys of ours that 
are on deposit in court. 

Mr. Chapman: If it is going to remain in the 
record, I want to cross-examine him on it, your 
Honor. 

The Court: No one has moved to stmke it. 

Be sworn, Mr. Noon. 
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FRANK C. NOON 
ealled as a witness by and on behalf of the plaintiffs, 
having been first duly sworn, was examined and 
testified as follows: 


The Clerk: Give your full name. 

The Witness: Frank C. Noon. 

The Clerk: And your address. 

The Witness: 5541 Carlton Way. [18] 

The Clerk: Los Angeles? 

The Witness: Los Angeles. 

Mr. Chapman: May I have the file that has the 
affidavit, your Honor? 


(The file referred to was passed to counsel.) 


Direct Examination 
By Mr. Chapman: 


Q. Mr. Noon, I am showing you the original of 
an affidavit filed November 6, 1950, marked ‘‘ Affi- 
davit of Frank C. Noon.’’ It seems to bear your 
signature and was apparently sworn to before a 
notary. 

On page 2 of the affidavit at line 12 and line 13 I 
notice some corrections, Mr. Noon. The sentence be- 
fore it was corrected read, ‘‘That there is accumu- 
lated and unpaid interest on the United States Gov- 
ernment bonds hereinafter mentioned in the sum of 
$277,851.23,’’ and I notice the word ‘‘is’’ is stricken 
out and ‘‘was’’ is written above it, and that there 
is an insertion in handwriting ‘‘on February 26, 
1950.”’ 
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Can vou tell me whose handwriting that insertion 
is in? A. Yes. 

Q. Whose is it? 

A. Mrs. Knowlan, Louella Knowlan, who is a 
bookkeeper in the Bank. 

Q. Can you tell us at whose suggestion that 
change was made in the affidavit? [19] 

A. Mine. 

Q. Was that before or after you swore to it? 

A. Before. 

Q. Why was the change suggested, Mr. Noon? 

A. Because I did not have the figures as of this 
date and couldn’t get them until hours afterwards. 

Q. When you refer to ‘‘this date,’’ what date do 
you mean? A. The date of November 6th. 

The Court: How much interest has accumulated 
now on the bonds? 

The Witness: I can’t give it to this date now. I[ 
have the figure. 

The Court: This is November 6th. 

The Witness: Yes. I can’t give you that figure. 
I have secured from the Federal Reserve the amount 
of coupon accumulation to September 30, but I 
haven’t accrued it from that point on. 

The Court: How much is it to September 30th? 

The Witness (Examining document): I was 
wrong as to the date. Those coupons are collectible 
on the 15th of June, and this is to June 15, 1950— 
$314,875. I obtained that by telephone from the Fed- 
eral Reserve Bank. 

The Court: J.et me see the affidavit. 
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(The document referred to was passed to the 
court.) [20] 


The Court: So that between February 26, 1950, 
and June 30, there was accumulated the difference 
between $277,851.23 and the figure you just men- 
tioned, which was what? 

The Witness: $314,875. 

The Court: Or a difference of $37,024 approxi- 
mately. 

The Witness: Right. 

Mr. Angell: And it is accumulating at the same 
rate, 1s it not, Mr. Noon? 

The Witness: That is correct. 

The Court: It is accumulating at about the rate 
of $10,000 a month then? 

The Witness: That is right. 

The Court: So the money that was owing on the 
interest was $359,013 on the 6th of November, and 
the money accumulated on the bonds was $314,875, 
so that there is a difference between the two of about 
$45,000. 

The Witness: Yes. It would of course be more 
because this is the 6th of November, and this is from 
June 30th to November 6th. 

The Court: This is the 6th of Noveniber. It says 
the 6th of November. 

The Witness: But the aeerned interest on the 
bonds is to June 15th. 

The Court: I know, but the accrued interest to 
this date on the note is $315,000. [21] 
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The Witness: Yes. I misunderstood you. 

The Court: And the accrued interest on the 
bonds then would be—that is June 15, you say? 

The Witness: June 15; yes. (Making caleula- 
tion.) Something over $40,000. 

The Court: Or there would be approximately 
$360,000 as of today accumulated as interest on the 
bonds as against $359,000 on the note? 

The Witness: That is about right. 

The Court: They about offset each other then? 

The Witness: That is right. 

The Court: Was that not the way we figured it 
when the deposit started, that it would be about 
that? 

The Witness: Yes. 

Mr. Chapman: That isn’t the way the affidavit 
shows. I want a little more time to cross-examine 
on the affidavit. 

The Court: Very well. . 

Q. (By Mr. Chapman): Mr. Noon, I am point- 
ing now to line 4 of the affidavit of November 6th. 
There is a blank there in the typing and a figure 
filled in in pen and ink of $359,018.70. Are those 
figures in your handwriting? A. Ne 

Q. Can you tell us whose handwriting they are? 

A. Yes, the same person; Mrs. Knowlan. [22] 

Q. Did you aetually make that computation 
yourself, Mr. Noon? 

A. Not then, but I have since. That is, I have 
checked the method. I haven’t gone through every 
detail of the computation. 
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Q. Have you checked any of the calculations in 
your affidavit, Mr. Noon, yourself? A. Yes. 

Q. Which ones? 

A. I got this figure of the interest due. 

Q. Will vou give me the line you are point- 
ing to? A. On line 14. 

Q. Would you read the amount? 

A. $277,851.23. That was taken from the former 
affidavit which I think was in February, and at 
that time I got that figure from the Federal Re- 
serve. 

Q. That is your own former affidavit that you 
are referring to, is that right? 

A. That is right. 

Mr. Angell: That was in March. 

The Witness: Mareh, I should say. 

The total figure of interest and principal on line 
11 I have checked by taking this figure, the figure 
of accrued interest on line 14, adding it to $6,300,- 
000 and subtracting from it $6084. [23] 

Q. (By Mr. Chapman): In other words, you 
used a different figure and a different time period 
for caleulating the interest on the notes and the 
interest on the bonds, is that right? 

A. That is correct. 

The Court: The long and short of it then is 
that if vour affidavit were brought down to date 
on both the note and the other bonds, it would be 
that they are substantially equivalent in interest? 

The Witness: That is correct. 
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The Court: And that the security position has 
not changed since the deposit was made? 

The Witness: That is right. 

Mr. Bishop: That is so far as the paper record 
is concerned. That doesn’t mean the funds in court, 
is that correct ? 

Mr. Chapman: Who is testifying here? 

The Court: He is testifying. 

Mr. Bishop: I am just asking so that I under- 
stand the court, Mr. Chapman. 

The Court: I understood his answer. 

Mr. Bishop: I wanted to understand you, your 
Honor. 

The Court: I understood my question. 

The Witness: I am wondering if I gave the 
right answer, because when I deposited the securi- 
ties in court there were [24] a lot of mortgages | 
too which are not there now, I understand. 

The Court: Then the security position is not 
changed in so far as the note and these bonds are 
concerned and the money since the time that my 
order was made releasing the trust deeds? 

The Witness: To the best of my knowledge, that 
is correct. 

The Court: It is substantially the same now as 
then regardless of the date you calculate interest 
to, et cetera? 

The Witness: ‘That is correct. 

Q. (By Mr. Chapman): Mr. Noon, your former 
affidavit is dated February 28, 1950. I have here a 
copy that was served on us by counsel and has been 


us. Ronald Walker, cte. 421 


(Testimony of Frank C. Noon.) 
pretty well scribbled up with memos, and so forth, 
which fortunately are in another color, red. 

This, I think, you can recognize from the type- 
writing, My. Bishop. (Exhibiting document to 
counsel. ) 

Mr. Bishop: 1 want you to get the original if 
you can, or a copy of it. 

The Court: Very well. We will just issue an 
order to the Chief Judge of the Circuit Court of 
Appeals and tell him to send the original down 
here right now. 

Mr. Bishop: Your Honor, I understand they 
have photostatic copies over there. I would like to 
have a photostatic [25] copy. 

The Court: You said you wanted the original. 
You have an appeal up there pending, so you can 
go up and get the record. 

Mr. Angell: What is this? 

Mr. Chapman: I would have thought that I could 
depend on the copy that was served on me. 

Mr. Angell: I have a copy here of the former 
affidavit. 

Mr. Chapman: I would be glad to use yours. 
This is the one that was served on Mr. Westover. 

Mr. Angell: What is it, Mr. Chapman? 

Mr. Chapman: It is the one that was served on 
us. It is the only one we had to work on. 

Mr. Bishop: I think the witness is entitled to be 
confronted with the one he has signed. 

Mr. Angell: This is the affidavit he made on 
February 28, 1950. 
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Mr. Bishop: That is a copy. 

The Court: That is a copy of it, and that is the 
copy that was served, and that is the copy that 
counsel was entitled to rely on as the witness having 
signed. And if counsel served it, he represented to 
counsel when he served it that that is the one that 
was signed, and I think the witness can rely on the 
counsel who prepared the affidavit. 

Mr. Bishop: I would like to say, your Honor, 
that I do [26] not believe that the witness is right 
and I don’t know whether there is anything incor- 
rect or correct about either situation, but he is 
entitled to be confronted at least with the photo- 
static copy of his affidavit, because the same thing 
happened last time, there was some changing around 
of the figures, and I would like the record to show— 
go right ahead, Mr. Chapman. We will wait until 
you have had your fun. 

Mr. Westover: Just a moment. Since that was 
the copy that was served on my office, I want to 
say that there wasn’t any changing around of 
figures, and there isn’t any now. There are some 
red notations which are my personal notations, but 
there was no changing of any figures by our office. 

Mr. Bishop: May I finish? 

The Court: Is this the way the discovery pro- 
ceedings go, Mr. Walker? 

Mr. Walker: Your Honor, I was going to wait 
until all counsel had completed and then I was 
going to add just one more word—vou see? 
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The Court: Mr. Bishop, do you have any doubt 
about Mr. Chapman's statement that that is a copy 
of the affidavit served on him? 

My. Bishop: I haven’t any doubt about his state- 
ment, but I don’t see why it hurts to see the original 
affidavit, because there have been changes on the 
affidavit. [27] 

The Court: The original affidavit you will have 
to go to San Francisco for, to the Circuit Court of 
Appeals. 

Mr. Bishop: I understand there is a photostatic 
copy of it here. 

The Court: Not in the possession of this court. 

Mr. Bishop: There is one more clarification here, 
if I might make it right now, and I want to do it 
in all fairness to Mr. Noon 

Mr. Chapman: I wonder if I can cross-examine 
this witness, your Honor? 

Mr. Bishop: I am asking a voir dire question. 

Mr. Chapman: Let me have a little cross-ex- 
amination just for a change, will you? 

The Court: You want to ask a voir dire ques- 
tion? 

Mr. Bishop: Yes. 

The Court: About what? He left the question 
unanswered about the affidavit and the prepara- 
tion. 

Mr. Bishop: JI think I have a right to show the 
facts. 

The Court: He left a question unanswered. Ie 
has not asked a question. He merely asked you 
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whether or not you had an objection to the use of 
that copy. I am willing as a judge to accept coun- 
sel’s statement that that was the affidavit that was 
served upon him. Let us proceed. 

Mr. Bishop: I have no objection if it is under- 
stood that he is not being confronted with the 
original. [28] 

Q. (By Mr. Chapman): Mr. Noon, will you 
read the document I am now showing you, which 
is a carbon copy, unsigned—it is not a signed orig- 
inal—of vour former affidavit, and then I will ask 
you to ignore the matter that appears on there 
in red, which are Mr. Westover’s notes on that copy 
of the affidavit. 

A. (Examining document.) 

Q. Now, Mr. Noon, I am directing your atten- 
tion to page 2 of the copy of your affidavit of 
Febrnary 28, 1950, and line 1 on page 2 contains 
some figures. The sentence starts back on page 1, 
“That there is interest accrued and accruing and 
unpaid on said notes at the rate of 2 per cent per 
annum in the amount of $269,325.12 as of this 28th 
day of February, after crediting the sum of $3042” 
—apparently a dividend of some sort—and the affi- 
davit then goes on, lines 9 to 11 on page 2, ‘*That 
there is accumulated an unpaid interest on United 
States Government bonds hereinafter mentioned in 
the sum of $277,851.23.’ Apparently from your 
affidavit in February there was a difference in favor 
of the Government bonds above the interest on the 
note of some $7000 or $8000. Now that affidavit was 
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correct at that time in February, 1950, was it not? 

A. As far as I can tell, that was correct. 

Q. Did you make any other computations on 
your February affidavit? [29] 

A. No, I checked them again to make sure that 
the method was right, but I did not make the eal- 
cnlations personally. 

Q. Do you know whether or not there is any 
difference now between the unpaid balance claimed 
to be due on the interest on the notes and the ac- 
erued interest on the Government bonds as of 
today ? XX. 1 doenot: 

The Court: Mr. Noon, in February there was 
a balance of accrued interest in favor of the bonds, 
the interest on the bonds? 

The Witness: That is correct. 

The Court: The bonds have continued to earn 
interest at the same rate, and the note has con- 
tinued to accumulate interest at the same rate? 

The Witness: Yes, 

The Court: So if that balance existed then it 
exists now, does it not? 

The Witness: I couldn’t say with certainty, be- 
cause you have $5,300,000 of bonds and $6,300,000 
of indebtedness, and the differential there will 
change. It will get less as time runs on. 

The Court: What will change? 

The Witness: The amount that the interest on 
the bonds exceeds the amount on the loan will 
change. It won't be the [80] same differential all 
the time. 
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The Court: Do not the bonds bear the rate of 
interest stated on them now that they did in 
February ? 

The Witness: Yes. The only way I could tell 
just what the figure is, is to have that caleulated, 
which is quite a job. 

Q. (By Mr. Chapman): Mr. Noon, do you 
know what the daily rate is of the bonds that are 
in court? A. No. 

Q. Of your own knowledge? A. No. 

Q. Do you know what the daily rate of interest 
is on the 2 per cent, or claimed to be due on these 


notes ? A. No, I don’t remember. 
The Court: Have you calculated them, Mr. 
Chapman ? 


Mr. Chapman: We have made some calculations, 
your Honor, but beeause we didn’t execute the doeu- 
ments—it is Ammann’s signature to the San Fran- 
cisco Bank—we didn’t want to take responsibility 
for the caleulations. 

Our figures show, and these aren’t my personal 
figures 

The Court: These are the figures taken from 
Ammann’s report? 

Mr. Chapman: No, they don’t show that in the 
accounting. But simple arithmetic from what we 
know of the Government [81] bonds indicates a 
daily interest rate for the bonds of $345.06 per day, 
$10,495.83 per month, $125,950 per year. 

On the notes at 2 per cent, the elaimed interest 
rate on the balance that they claim to he due—of 
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course we dispute all that—the figures would show 
$345.20 per day 

The Court: What is the bonds? 

Mr. Chapman: $345.06. The other is $345.20, or 
14 cents a day difference. 

The Court: That is accumulating on the note? 

Mr. Chapman: Fourteen cents a day more on 
the note, or $4.17 a month 

The Court: Just a moment. [fourteen cents a 
day more accumulating on the note than accumu- 
lates on the bonds? 

Mr. Chapman: ‘That is correct. 

The Court: I see. 

Mr. Chapman: And the figures for the month 
are, for the note—— 

The Court: It would be the same thing multi- 
phed. 

Mr. Chapman: Yes. 

Q. Now, Mr. Noon, you don’t know any of those 
figures of your own knowledge, do you? 

A. No. 

Mr. Chapman: Now, your Honor, I am willing 
to make the motion to strike this affidavit on the 
basis that the witness hasn’t made any of the cal- 
culations, that the affidavit is [32] misleading to 
the court and doesn’t show the true condition as 
shown from the files and records. I think those 
matters, if they want to bring them before the court, 
are matters of judicial notice. The bonds are in 
the registry of the court. The notes have been 
impounded by your Honor. So IT move to strike 
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this affidavit on the grounds stated. 

The Court: I think it is a matter of judicial 
notice. I can take judicial notice of the fact that 
the bonds are there, that they bear so much interest, 
and it is merely a matter of mathematical caleula- 
tion. And, besides, I think it is immaterial. 

Mr. Chapman: IJ would like to make my motion 
on the ground that it is inaccurate and the witness 
doesn’t know what is in his affidavit, and move to 
strike it on that ground. 

Mr. Angell: It isn’t true because the interest 
on the note is not paid and I think it should be of 
interest to counsel to know how much was still due 
on these dates. Naturally these figures change every 
single day. 

The Court: By 14 cents. 

Mr. Angell: I beg your pardon? 

The Court: By 14 cents. 

Mr. Angell: Well, by 14 cents. But the amounts 
change as to the amount of interest due on the 
bonds, the amount of interest due on the notes, not 
by 14 cents. That is merely [33] the differential 
between the two. The differentials keep changing 
also, and every bit of this is a matter of just out 
and out computation mathematically, and naturally 
if there were any of those figures wrong the fact 
that Mr. Noon had made an error in his affi- 
davit 

The Court: I think it is immaterial what the 
amount was on the note on November 6th and the 
amount of interest on the bonds on February 26. 
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Mr. Angell: We ask that the affidavit remain 
in to establish this fact, and that is, that the notes 
have not been paid. 

The Court: The court can take judicial notice 
of its files and records. 

Mr. Angell: You can’t take judicial notice of 
the fact that the notes haven’t been paid. 

The Court: They are still here. 

Mr. Chapman: We are disputing that state- 
ment. 

The Court: I can take notice of whatever condi- 
tion they were in when they were deposited. 

Mr. Angell: If it is stipulated that the notes 
have not been paid and the mmterest there was to 
whatever notes they are, we have no objection to 
striking the affidavit. 

Mr. Chapman: IJ am not making any such stipu- 
lation. 

Mr. Westover: We refuse to stipulate to that. 

Mr. Angell: Then let the affidavit remain in to 
establish [34] that fact. 

Mr. Chapman: I have a motion to strike the 
affidavit on the ground that it is inaccurate and 
misleading, and I think we have demonstrated by 
eross-examination that the witness doesn’t know. 

Mr. Angell: I would hke to ask the witness a 
few questions. 

- Mr. Chapman: I would lke to finish my motion. 

And, further, that it does not truly reflect the 
situation from the calculations. Now I don’t elaim 
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any particular accuracy for these calculations, they 


were done in a hurry 

Mr. Angell: The figures are absolutely accurate 
as far as they go. All you have done is turned 
them around and say they don’t go to today. 

The Court: The motion is denied on that ground, 
but it is granted upon the court’s own motion on 
the ground that it is immaterial, the dates that are 
set forth in there, and the affidavit is stricken. 

Mr. Bishop: Your Honor, could I, out of fair- 
ness to the witness, ask him one question? They 
claim that this is inaccurate and not properly pre- 
pared, and the impheation was left that this has 
been altered. 

The Court: Very well. 

Q. (By Mr. Bishop): Mr. Noon, each and every 
one of these figures that [35] have been filled in 
with pen and ink, did I understand you to say that 
they were filled in by your direction ? 

A. They were. 

@. You told Mrs. Knowlan to do that? 

AS 1 ard: 

Q. And that was done before you executed this 
affidavit ? A. ‘They were. 

@. And that was done at your insistence? 

A. Yes. 

Q. And did you call the Federal Reserve Bank 
this morning sometime between 9:30 and 10:00 
o’clock to get the most recent figure? 

Mr. Chapman: Just a moment. I don’t like to 
make objections, but I think 

The Court: That has been asked and answered. 
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He said it was all done at his direction. I do not 
think that the witness appears in any unfair light 
before the court at all. 

Mr. Bishop: All right. I am content on that. 

Mr. Chapman: That is all as far as Mr. Noon 
is concerned. 

The Court: Step down. 

(Witness excused.) 

The Court: Now do you have anything else to 
present? 

Mr. Chapman: I would like to present some evi- 
dence, [86] vour Honor. 

The Court: Do you have any ideas about what 
should be allowed the special master here, the rate 
per day or what? 

Mr. Chapman: I would like the record to show 
that the examination I conducted of Mr. Noon was 
under Rule 48(b), adverse cross-examination of an 
officer of the San Francisco Bank. 

The Court: Very well. 

Mr. Westover: And he is also an officer of the 
Federal Savings & Loan Insurance Corporation, or 
their agent, rather. 

The Court: He is also supervisory agent for the 
Board, are you not, or something like that? 

Mr. Noon: Yes. 

The Court: Home Loan Bank Board? 

Mr. Noon: Yes. 

The Court: Very well. His examination was 
under 43(b). 

Mr. Chapman: Your Honor has asked for sug- 
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gestions as to rates. I realize that it would be most 
helpful to the court, but I think it is most difficult 
for counsel to do so because we are appearing be- 
fore the special master. 

I do think, though, whatever the eventual rate 
should be, that this is too early to fix it. As I under- 
stand the allowances that were previously made 
were every one an interim allowance upon account. 

The Court: That is right. [87] 

Mr. Chapman: I didn’t think that any finality 
as to the total amount or the total rate had gone 
into any of the previous allowances. I don’t think 
it is contemplated, as I read the petition, that there 
shall be anything final in this allowance. 

I do think that in the succession of appeals that 
we have seen within the last few months, there is 
an obvious attempt to frustrate the power of this 
court to proceed with the case, even to the point of 
denying the special master compensation with which 
to proceed. 

It seems to me—— 

Mr. Angell: If your Honor please, J resent that 
statement. By protecting the rights of our client in 
an appeal, whenever counsel for the Bank or the 
Government take those appeals, we are not frustrat- 
ing this court or frustrating justice, and I resent 
the charge made by counsel. 

Mr. Chapman: Since you are resenting, I would 
like to continue my argument. 

Mr. Angell: If we don’t appeal we waive our 
rights, and if we appeal we frustrate the jurisdic- 


us. Lonald Walker, ete. 433 


tion of this court to proceed. I resent statements 
of that kind by counsel. 

Mr. Chapman: Mr. Angell, you are going to have 
a lot more to resent. I am going to ask you to hold 
up until the end of my argument. Apparently I 
ean’t make an argument without getting some re- 
sentment. I would just hke not to be [88] inter- 
rupted quite so much. I think he ean accumulate 
the resentment until the end of the argument and 
present it all at once. 

The Court: Maybe if everybody would quit bait- 
ing everybody else quite as much there would not 
be as much resentment, or as much time wasted. 

Mr. Chapman: At any rate, your Honor, it seems 
to me that the special master is going to be con- 
fronted with some more appeals from whatever 
allowance he gets. He hasn’t gotten down to the 
level of counsel, where we had to take a third to 
get by on and get some money to go on with the 
litigation. 

I think the suggestion as made from the bench 
this morning about monthly payments would be 
most appropriate. It seems to me in other ¢ases 
that have run, not anvwhere as near as long as this 
one has, where there have been receivers and spe- 
cial masters and other officials of the court, where 
there couldn’t be any question but what they had 
to be paid or the judicial process could not be 
carried out, that there have been orders making a 
monthly allowance or weekly allowance or semi- 
annual allowance or some periodic allowance on 
account. There was no effort in those to fix the 


434 John H. Fahey, ct al., 


total amount of compensation, nor to then fix the 
total reasonable value. They were purely an interim 
allowance on account, and in case an appeal were 
taken from that kind of an order, and in case [39] 
it was affirmed, the judicial process through the 
special master would at least be assured until the 
end of this litigation, whenever that might be. 

The result is now in successive appeals and suc- 
cessive allowances that the special master no sooner 
gets one allowance and fights his appeal through 
on that than another one is necessary to keep him 
going. You will probably have a situation where 
the sueeessive piled-up appeals will be sueh that he 
will have a backlog of allowances that some day he 
hopes to collect or some day he wonders whether he 
is going to keep the money after he has spent it for 
living expenses in order to be special master. 

I don’t know what to suggest as to the amount. 
{ think it is safe to predict that once we launch 
into these aceounts, after accountings whieh appar- 
ently may be some time less than the three years 
it looked like the wavy they were working on it 
before, that he is going to be a busy man on ae- 
countings. At the rate we are going on the mspec- 
tion he has been a verv busy man on that most of 
this year, and he is going to be, if we are to achieve 
any final accounting at all, also very busy for some 
little time in the future. 

Certainly a special master doesn’t have to take 
the burden that counsel takes. Maybe he ean get 
paid if he fights through the Supreme Court, the 
Cireuit Court of Appeals, all the writs that every- 
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body can pile up, and then get a third of [40] what- 
ever the court allows him as a compromise to stop 
fighting for the rest of it. The special master is 
devoting his time to this case and should certainly 
have some money that he can depend upon for his 
living and overhead expenses, and he should have 
it periodically regardless of whether opposition 
counsel like it or not, and regardless of whether the 
clients that want to do all these appeals like it 
or not. 

The only method I can see by which that can be 
achieved is the periodic recurring allowance, the 
amount of which is fixed now in an order of some 
sort, and probably after the appeal from that order 
goes through, whatever the final outcome will be, 
we will know that we have a special master to the 
end of the litigation. 

The reason I can’t help on amounts, I have been 
more than surprised by the attitude of counsel tak- 
ing their money, as the testimony that they gave 
here in February discloses, without any contingency, 
a sum certain, payable the minute they render a 
bill from the funds in the hands of their clients, 
and appealing and objecting to the special master’s 
allowance, which figures out on the total that he 
has of $50,000 over almost three years thus far, 
at a far lower rate than they are taking from their 
own clients for services that certainly are not on 
the caliber and level of the special master, trying 
to reconcile and rule among the contending parties 
in this action. I don’t see how anyone could ac- 
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cept [41] that kind of compensation at their own 
figures, figured at their own rate from their own 
clients, and if they want to fight opposing counsel, 
that I am not commenting on because that is some- 
thing personal, but to fight the court’s own officers 
and appeal on those matters, it doesn’t seem to me 
that that is facilitating the orderly processes of the 
court. 

The Court: I cannot exercise my judicial power 
on the question of whether or not anybody can or 
cannot appeal. 

Mr. Chapman: No, your Honor, but I think you 
can make an order, and once it is affirmed on ap- 
peal it has some effect, to present that sort of 
tactics. 

And on an interim allowance on account by the 
month, the day, the week or semi-annually, however 
it can be made, once that is affirmed on appeal the 
special master isn’t going to have to be in here with 
another fee application fighting successive appeal 
after appeal. 

The Court: How long do you think it is going 
to be before the present appeal is determined? How 
long will it be before they finish printing the record 
even ? 

Mr. Chapman: I would estimate—and this is 
the purest kind of guesswork—that there might be 
a printed record out somewhere around the turn 
of the calendar year. Whether or not the appel- 
Jants will have their briefs in within the 30-day 
time limit or not, is another question. If they can, 
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they will have had to do most of their briefing 
before they [42] get the record. 

Mr. Angell: If I can be of any assistance to the 
eourt on that, I would be glad to do so. 

The Court: What is it? 

Mr. Angell: JI checked with the clerk, Mr. 
O’Brien, just before the 1st of November, and I 
understood that they would be finished by the Ist, 
and that the printing and the appeal from the in- 
junction proceedings, the printed record, would be 
sent out to counsel shortly after the 1st of Novem- 
ber. Apparently that hasn’t been done. J under- 
stood that some 16 or 17 of the volumes of some 
22 volumes, plus the index, the first volumes were 
to have been sent out. Apparently there has been 
a little delay there, but we are expecting that 
printed record any day now from what Mr. O’Brien 
tells us. 

The Court: Do they expect to send the original 
records back here then? 

Mr. Angell: J assume, your Honor, that that is 
the intent. 

Now with respect to when the briefs will be in, 
so far as I know the briefs will be in on schedule, 
and there will be no turn of the year, and I am sure 
the Government expects to get their brief in within 
30 days. 

The Court: That is, the two appeals, the appeal 
on the injunction and the appeal from the special 
master’s application? [43] 

Mr. Angell: I am speaking now of the appeal 
on the injunction. 
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The Court: What about the appeal from the 
special master’s fees? 

Mr. Angell: The appeal from the injunction and 
the master’s fees, I should think would come on 
at the same time regardless of how the briefs are 
filed. We have, as I recall, the 15 days after the 
filing of this printed record within which to desig- 
nate the portion of the additional record to be 
printed, which should be very small, and short, and 
quickly printed. 

The same is true in the appeal from the attorney 
fees. I think the record that is already printed will 
probably be enough to go on with, with what the 
court will allow us to bring up from the original 
records. So I do not anticipate these delays that 
you are speaking of here. Certainly they will not 
oceur from the Bank. 

The Court: We do not know now, then, when the 
last appeal on the special master’s fees will be 
ready? Was that taken up coincidentally with the 
appeal from the allowance to O’Melveny & Myers? 

Mr. Angell: It preceded the appeal from the at- 
torney fees, as I recall it. It is appeal No. 2, as I 
reeall it, and I believe the attorney fees is appeal 
No. 3. 

The Court: The same record will be used in 
that as in [44] the injunction appeal? 

Mr. Angell: Substantially in both of those ap- 
peals the record will be the same. It could be 
adverted to, as I understand it, by counsel from 
either side, and I am certain in the appellate court 
that they will allow the record to be augmented in 


vs. Ltonald Walker, ete. 439 


any Way necessary to meet the necessities of counsel 
up above. They are very liberal in the use of that 
record. [ do not anticipate that it will take very 
long to get that record up. 

The Court: Is there any possibility that the 
parties would stipulate that the master may have 
such-and-such an allowanee on account and his fee 
to be fixed and ultimately to be assessed as costs 
against the losing side? 

Mr. Angell: In view of our jurisdictional ob- 
jeetions, your Honor, we could not stipulate to the 
allowance of anything. 

The Court: You can preserve your point and 
stipulate that the money may be paid out of funds 
in court and ultimately be assessed against the 
losing side. If you win, then the other fellow has 
to pay it. 

Mr. Angell: We are making no objection to the 
court—I say ‘‘we’’; I am speaking now of the San 
Franciseo Bank—that the form of the order at 
this time should be on a monthly basis rather than 
a lump sum basis or part lump sum or part 
monthly. In fact, it might have some advantages 
because [45] then the appeal which we intend to 
take, your Honor, to preserve our jurisdictional 
rights, as we see them—and that would cover the 
appeal—would also cover the subsequent allowances 
month by month, and there would only be the one 
more appeal, instead of successive appeals until it 
is finally determined. But I personally would not 
be willing to enter into any stipulation with regard 
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to any invasion of the funds in the registry of the 
court for fear of waiving rights of my client. 

Mr. Chapman: On the question of the appeals, 
your Honor, it is interesting to note 

The Court: Is there any doubt but what this 
discovery should proceed without the special 
master ? 

Mr. Angell: As stated at the last hearing when 
the same question came up, your Honor, if this 
court has jurisdiction, we are not objecting to the 
master being paid; we are objecting to the master 
being paid out of the funds in the registry of the 
court. 

The Court: What I am getting at is this: Is 
there any doubt in your mind that this discovery 
here should proceed without a master? 

Mr. Angell: As stated before, your Honor 

The Court: Preserving your point of jurisdic- 
tion, assuming that that were decided against you? 

Mr. Angell: I certainly would not expect this 
court to [46] sit and hear the testimony that the 
master is hearing. I certainly would not. 

The Court: Well, ordinarily discovery proceed- 
ings go on without any master being appointed, and 
in that case we will just turn the client and his 
lawyers loose in the other fellow’s office. 

Mr. Angell: Well, in so far as the San Francisco 
Bank is concerned, your Honor, it would make no 
difference to us because the records are all here 
anyway. 

The Court: How about the Government and the 
official defendants, Mr. Fitting? 
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Mr. Fitting: You mean having the discovery 
continue without the special master? 

The Court: Yes. 

Mr. Fitting: Well, if the court please, I at one 
time suggested that it might save time and money 
if a lot of the files could be inspected just in the 
presence of the parties. 

The Court: You at one time suggested it. What 
is your position now? Whom did you suggest 
that to? 

Mr. Fitting: I suggested it informally to counsel 
and the master. 

Mr. Chapman: I didn’t hear that. 

The Court: He suggested it informally to coun- 
sel and the master. 

Mr. Chapman: That the inspection proceed in 
the presence [47] of whom? 

Mr. Fitting: Just the counsel or anyone who 
wanted to inspect them. 

The Court: Of all counsel? 

Mr. Fitting: Or any counsel that wanted to in- 
spect; yes. 

The Court: In other words, just let the parties 
seeking discovery go down to the Bank and examine 
the records, as well as the Government records? 

Mr. Fitting: No. My suggestion was that any 
of the records that we were willing to produce with- 
out argument be inspected by the parties there. 

The Court: Well, counsel, what a litigant is 
willing to produce is not a matter of inspection. 

Mr. Fitting: I think most of the files that have 
been inspected, if the court please, have been pro- 
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duced, aside from the initial objections to the in- 
spection, have been produced before the master 
without objection. 

The Court: It seems to me as though there are 
a great many objections that I hear. One day IL 
was down there, is that not right, Mr. Special 
Master ? 

Mr. Walker: Yes. You heard a great many that 
day, your Honor. There have been numerous objec- 
tions to specific items. True, a great mass of the 
material has been without objection made available. 
However, in many, many files there have been ob- 
jections made, as I say, to individual letters. I have 
a [48] number of them under seal awaiting the 
final ruling of the court as to their admissibility. 
I can only point to the transeripts as to what tran- 
spired. 

Mr. Chapman: Isn’t that mostly what is in here, 
Mr. Walker? 

Mr. Walker: Yes, except for the cover sheets, 
it is pretty much objections. 

The Court: And there are 2200 pages, as I un- 
derstand it. 

Mr. Walker: Yes. 

The Court: That does not seem to bear out your 
statement, Mr. Fitting. 

Mz. Fitting: There has been a terrific volume of 
material that has been put in without inspection. 

The Court: Are you authorized now 

Mr. Fitting: No, I am not authorized now. 

The Court: to waive—— 

Mr. Fitting: No, vour Honov. 
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The Court: the requirement of the produc- 
tion of these records before a special master? 

Mr. Fitting: I would be glad to communicate, 
though, to the Attorney General and ascertain his 
position thereon. 

The Court: If they will waive it, in other words, 
permit the inspection without the presence of a 
special master, the special master is appointed, as 
I indicated before in connection with the inspection, 
to preserve what was urged as [49] the public in- 
terest, on the one hand, and, secondly, to permit the 
Bank to continue in operation without hindrance. 

Mr. Fitting: Yes. So that I understand clearly, 
do I wnderstand that to mean inspection with- 
out 

The Court: Anything that they want to inspect, 
that they have designated in their original designa- 
tion—and, as I understand it, counsel has not with- 
drawn from any of it yet—that the objections are 
being cumulated and sooner or later will be passed 


on by the master and sooner or later will be passed 
on by this court, or some other court. 

Ma. Fitting: Yes, except your Honor will recall 
the powers that you gave to the special master, that 
if the special master rules in favor of our objec- 
tions the document is sealed. 

The Court: That is right. 

Mr. Fitting: To be preserved for your Honor. 

The Court: Yes. 

Mr. Fitting: And if the special master rules 
against us, the document is forthwith inspected. 

The Court: Yes. Your question was whether ox 
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not you should put up to the Attorney General what 
you should put up? 

Mr. Fitting: Yes. 

The Court: That is, to let the inspection proceed 
in accordance with the original demand for inspec- 
tion of documents? 

Mr. Fitting: Without the presence of the special 
master. [50] 

The Court: Without a hearing before a special 
master or otherwise. 

What is it, Mr. Walker? 

Mr. Walker: Do you want to hear from me, your 
Honor? 

The Court: Yes. 

Mr. Walker: I don’t want to appear to be trying 
to prolong a job which is not entirely pleasant in 
all of its features, but I cannot help but rise to 
warn the court that from what I have seen of the 
discovery proceedings in the bank, such a course 
would lead to utter chaos. 

‘The Court: You mean chaos where? 

Mr. Walker: In the bank. These gentlemen get 
along very well together, and they are all my good 
friends outside of the courtroom, but turn them 
loose without someone presiding over them and I 
fear for the results. 

The Court: I understand the Bank is willing 
to waive the requirements and Iect the parties go 
in, in accordance with their original demand, and 
make inspection of all documents. 

Mr. Bishop: No, your Honor. 

My. Angell: I haven’t been present at any of 
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the inspection proceedings except an isolated case 
once or twice, but it is my understanding, from up 
in the north, that all the books and records are down 
here and are in the possession of the special [51] 
master. 

The Court: No, I think they are in the posses- 
sion of the Bank. 

Mr. Angell: Or the Bank. I know the reason 
we had to file the type of affidavit we filed today, is 
because we could get no figures or anything from 
the books or records in the San Francisco Bank in 
San Francisco. 

The Court: Pointblank I am asking you 
whether or not the Bank will consent to let the 
inspection proceed of the Bank’s records in accord- 
ance with the original demand without the supervi- 
sion of a special master. 

Mr. Angell: My understanding, your Honor, is 
that they have practically terminated that inspec- 
tion. 

Am I correct in that, or am I wrong? 

Mr. Chapman: We haven’t terminated. 

Mr. Westover: We certainly have not. There 
are many records we have not yet even started on. 

Mr. Chapman: I can show five filing cabinets of 
four drawers each the last time I was there of mat- 
ters that I hadn’t seen before. 

Mr. Angell: If we are referring to supervisory 
files, which we do not consider any part of the San 
Francisco Bank’s records but records belonging to 
the Board at Washington which may he within the 
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files of the San Francisco Bank, but certainly con- 
stituting no books or records of the Bank 

The Court: That may be, but nobody has ruled 
on that yet. [52] 

Mr. Angell: Well, excluding that possibility, as 
far as I know, your Honor—and in which I would 
like to check with Mr. Dusenbery, who is general 
counsel in this case 

The Court: If you cannot give an answer with- 
out checking with Mr. Dusenbery, do not give a 
tentative answer. 

Mr. Angell: I wouldn’t give an answer then. 

The Court: Very well. And neither can the 
Government? 

Mr. Fitting: No, your Honor. 

The Court: Very well. 

Mr. Chapman: Still on the question of the spe- 
cial master’s order, your Honor, I want to remind 
the court that the order that was made on March 
9, 1950, from which the appeal was taken and is 
now pending, read, on page 4 at lines 7 to 10, as 
follows: 

‘‘This is an interim order and is not a final 
order terminating the issues material for the 
claim of fees for said special master as con- 
templated by Rule 54(b) FRCP, and the court 
reserves the power to modify, alter or amend 
this order at any time.’’ 


I don’t think plainer language could be used that 
this was not a final order and was not subject to 
appeal. Notwithstanding this, the appeal was taken 
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and the special master is wondering whether he has 
that money to spend or not. 

The Court: I do not propose now to make any 
final order fixing the value of his services. This is 
only for an interim [53] allowance. 

Mr. Chapman: I think there should be some 
periodic period, whether daily, monthly, weekly, 
semi-annually or not—I say the workman is worthy 
of his hire—and the special master has a tougher 
job than any of counsel. He has to receive all the 
arguments, try to weigh them and make a ruling. 

As to an amount, without fixing it finally now 
in any way, I prefer not to express an opinion ex- 
cept to suggest that the court has made previous 
allowances and we haven’t appealed from them, and 
whatever the court thinks is fair for the special 
master will be satisfactory to the Long Beach As- 
sociation. 

The Court: Does anybody else have anything to 
offer ? 

Mr. Walker ? 

Mr. Walker: Assuming that the allowance is 
made at this time, your Honor, for partial interim 
allowance up to date, period, I would frankly favor 
an order, if it could be made providing for a regular 
stipend by the month or by the quarter. I do not 
know whether that can be done or not. 

The Court: That is, there would have to be 
some basis for it, either hourly or daily. If it is 
daily, you would have to define what is meant by 
a‘ day.’’ 

Mr. Walker: That would be very difficult to do. 
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The Court: Now a day is seven or eight hours 
work. Every lawyer knows, and every judge knows, 
that when the [54] special master has to leave his 
office and get someplace, or a lawyer, for a hearing 
at 10:00 o’clock that lasts until 12:00, he comes 
back at 1:30, and then goes on until 4:00 or 4:15, 
he does not have any time or energy left to earn 
a living otherwise. So that is a day. If there were 
some way of working it out so that it could be on 
an hourly basis or a monthly basis, I would allow 
it on that basis, but presently I do not see how it 
can be done. 

Mr. Chapman: It doesn’t seem to me, your 
Honor, that it needs to be that exact. This is an 
allowance on account. There isn’t any question but 
what the special master has accumulated far more 
value in services than your previous allowance is 
going to be, and I don’t think you have to wait in 
order to give him a certain amount in a certain 
specified period because the services are almost con- 
tinuous. That has been shown by the past two and 
a half years of his services, and will be more ardu- 
ous in the future, with five accountants supposed 
to start to work today at Long Beach and seven 
accountants due before the end of the week for at 
least the next four months. 

The Court: It will probably be very easy to get 
along with those accountants, even with your ac- 
countants in the same room with them, compared 
to lawyers on a controversial matter. 

Mr. Chapman: Nevertheless they are going to 
requite the [55] special master’s time. The dis- 
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covery proceedings is a long ways from over, the 
supervisory files are the real controversial matter, 
and there is filing case after filing case of those 
records. 

And certainly the order is subject to modification 
at any time. If you make an order now for so 
much a month, and any party didn’t think, at the 
end of six months, that that was proper they could 
apply for modification, and unless they did make 
that application for modification the record would 
continue to show that that was properly made on 
account. 

The Court: I do not know that the master can 
continue to hear it regularly, so that I would be 
justified in a monthly amount. 

Mr. Chapman: I don’t say he would be overpaid, 
but he certainly has an accumulation now above all 
past allowances, and it must be a_ substantial 
amount, and he is going to continue to increase that 
accumulation day after day, week after week and 
month after month. Why he has to wait and come 
in here every six months or every nine months, or 
every year, and apply for something like that, I 
cannot see. I don’t see why he shouldn’t have a 
regular drawing account. This of course is not for 
the costs, the costs are something for an itemized 
bil—I am speaking now just of fees—but why 
there couldn’t be something at least for this eal- 
endar year, since it is the end of 1950, unless some- 
thing very different [56] happens in this litigation 
he will be busy all of next year, and if that did 
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happen the parties could inform the court and make 
application to suspend the allowance. 

Mr. Westover: Your Honor please, I want to 
simply join Mr. Chapman’s suggestion that since 
this is an interim allowance, the same as the prior 
fees that have been made to the master and counsel, 
and ultimately the court will review the overall 


picture 
The Court: And value. 
Mr. Westover: ——and value and services ren- 


dered, and at that time all of the hourly rates could 
be taken into account, therefore on a monthly basis, 
which would at least give the special master a 
definite living expense 

The Court: You mean at that time you expect 
to put Mr. Walker’s widow or his grandchildren on 
the stand? 

Mr. Westover: No, at this time, your Honor, he 
would at least have a living wage to carry forward 
and be able to render the services that he is being 
required to render. Then at some period when this 
htigation, we hope, will ultimately end, the court 
would review the situation and allow the additional 
amount, whatever it was. 

The Court: I will think about it a day or so. If 
there is some way that I can figure it out and allow 
it on an hourly basis or a monthly basis and make 
an order to that effect, I shall try to do so. If not, 
1 think [ will make an order [57] similar to the 
one that I did last time, an interim allowance with- 
out any idea of appraising the value of the services, 
and reserving to the court the right to ultimately 
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determine the value, and merely make an allowance 
on account. 

Mr. Bishop ? 

Mr. Bishop: Your Honor, without waiving any 
legal position, and also keeping in mind the long 
association that there has been between Mr. Walker 
and myself, I think, however, it is my duty to the 
court at this time to point out why I believe I don’t 
think we should be asked to consent or waive our 
position with reference to the necessity of a special 
master. I think the files and records of this case 
speak for themselves. It is no reflection on counsel 
on either side. 

The Court: I am not asking you to do so; I am 
asking you whether or not you would do so. 

Mr. Bishop: I want to show the importance of 
a master. After all, there have been thousands of 
documents that have been photostated, microfilmed, 
and for the very protection of the officers of the 
Bank that I work for, and I don’t want it ever said 
that a document was lost while any of us were there. 
When you handle thousands of them in that way, 
if there wasn’t some order involved, somebody ac- 
tually keeping a real concise list of what is going 
on and what is going in and out for 20 years, when- 
ever some employee—and I mean [58] no reflection 
on the employees—wants to say, ‘‘Oh, well, T can’t 
answer that because that was lost during the dis- 
covery proceedings,’’ I mean an institution as big 
as our bank 

The Court: I understand that, counsel, and you 
will reeall that it was on the court’s own motion 
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that I appointed a special master to supervise the 
discovery proceedings. 

Mr. Bishop: Maybe I had no business making 
my remarks, but I wanted to refresh everybody’s 
memory of the necessity for it, because I believe in 
it—and I am speaking for myself solely and alone. 
Now if the court, from my standpoint, desires that 
I request general counsel to ask whether we should 
waive a special master or not, I will be glad to do so. 

The Court: I will think about the matter for a 
day or so. The matter will stand submitted. 


(Whereupon, at 5:05 o’clock p.m., court was 
adjourned. ) 


[Endorsed]: Filed November 30, 1950. [59] 


[Title of District Court and Cause. ] 


REPORTER’S TRANSCRIPT OF EX PARTE 
PROCEEDINGS 
Appearances : 


For Defendant Joe Crail (John Doe No. 9): 


CRAIL and CRAIL, 

315 West Ninth Street, 

Los Angeles 15, California; by 
HARRY G. McMAHON, ESQ. [2] 


November 27, 1950, 10:00 A.M. 
(Other court matters.) 


The Court: That is all on this morning’s calen- 
dar, Mr. Clerk? 
The Clerk: Yes, your Honor. 
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The Court: Did you have a matter? 

Mr. McMahon: There was one matter in Mal- 
lonee v. Fahey, as I remember. I represent Joe 
Crail. A motion for a continuance was granted ex 
parte in the latter part of last week. You con- 
tinued the matter until January 29, 1951. I would 
like to get an earlier setting on that for reasons 
which I will explain to the court, if yon will bear 
with me. 

There is on February 12th scheduled in Palm 
Beach a conference of the savings and loan industry. 
In that conference the directors and new directors of 
the San Francisco Federal Home Loan Bank Board 
wish to meet to discuss the establishment of a Los 
Angeles Federal Home Loan Bank. Now there 
have been statements made 

The Court: I would not be surprised but what 
they might be discussing it before then. 

Mr. MeMahon: They are discussing it tomorrow. 

The Court: Today, is it not? The hearing starts 
today in Washington, the committee hearings. 

Mr. McMahon: Yes, sir, they start today. [3*] 

The Court: And it was indicated by counsel for 
the committee that they would all be subpoenaed to 
come to Los Angeles. 

Mr. McMahon: Would be subpoenaed to Los An- 
geles? 

The Court: That is correct, the members of the 
Home Loan Bank Board and all the directors of the 
San Francisco Bank and the Portland Bank. 


*Page numbering appearing at top of page of original Reporter’s 
Transcript of Record. 
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Mr. McMahon: Mr. Fischbach made that repre- 
sentation ? 

The Court: That was the notion that I got. In 
other words, the stipulation that was entered into 
at that time—by the way, have you made a formal 
appearance? 

Mr. McMahon: Yes. I accepted service for Joe 
Crail named as John Doe 9. I examined the 1948 
pleadings and injunction and I found no single 
reference to John Doe 9 either in the pleadings or in 
the prayer for any relief against him. 

Now Joe Crail has been elected a director of the 
San Francisco Bank as of January 1, 1951, but 
there is no claim against John Doe 9 in any way, 
either as a director or individually, in the pleadings, 
and there are about five inches of them. 

The Court: Five inches? 

Mr. McMahon: From what I received service of. 

The Court: You have not seen anything yet. 
There are about six filing cabinet drawers full of 
them, and the record on appeal in the interim order 
is only 24 printed volumes. [4] 

Mr. McMahon: Iam a young man, but I hate to 
go through all of that. 

The Court: Have you appeared ? 

Mr. McMahon: Yes. 

The Court: You have made a formal appearance 
for Joe Crail? 

Mr. McMahon: Yes, by filing the motion to dis- 
miss on behalf of Joe Crail, because no relief has 
been asked for against him and he is not mentioned 
in any of the pleadings which I was served with. 
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And then this ex parte motion for a continuance was 
granted, which I received notice of on Friday, and 
what I wish to do is to try to have my motion heard 
earlier, if possible, heard December 11th. 

The Court: Counsel, there are I think something 
like 10 or 11 motions pending in the matter, motions 
for summary judgment, motions for this, motions 
for that, etc. I granted the motion for discovery 
and discovery proceedings are in progress, and I 
indicated to all counsel that I would hear none of 
the pending motions on their merits until the dis- 
covery had been completed. 

Now it may be that your motion to dismiss as to 
Crail can be severed from the rest and may not be 
dependent upon any of the other discovery pro- 
ceedings or accounting proceedings that are now 
going on. But I do not feel as though I would be 
justified in moving it up from January 29th, all [5] 
matters pending, because counsel are there now, the 
printed record on appeal was just delivered from 
the printers to various counsel last Friday and, as 
I say, it is 24 printed volumes up to now, 11,000 
pages, and the index indicates that there are in 
excess of 15,000 pages, so there will be a number 
of additional volumes. 

Counsel will have to get to work on their brief 
in connection with that matter. At the same time I 
am pressing them for completion of the accounting 
and the completion of the discovery proceedings in 
order that the whole merits of the litigation can 
move along if possible. So I do not think T would 
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be justified in advancing youy date of hearing the 
motion. 

Mr. McMahon: I ean’t appreciate why my client 
should even be served at this late date, that is the 
difficulty, unless it is because he was elected a 
director. 

The Court: It is strange to me that he has not 
been served before. It seems to me that they have 
served everybody else in the eleven western states. 

Mr. McMahon: You see, what they have done is 
they have prevented this conference for the estab- 
lishment of the new Los Angeles Bank by serving 
Mr. Crail and by threatening to serve the other di- 
rectors if they step foot inside of California. That 
is why the stipulation that they would not serve 
them if they came for the congressional sub-com- 
mittee [6] hearing was made. 

The Court: I do not think thev threatened to 
serve them. I think probably the rest of them fig- 
ured that they just would be served. 

In any event, the stipulations were made and the 
indication was given that the basis for the request 
for the stipulation was the desire to hold hearings 
here, and have attend the hearings the officers of 
the Board and the officers of the Bank who resided 
in other states and who had up to now apparently 
been fearful of coming into the state of California. 

Mr. McMahon: Yes, they have never been able 
to hold the San Francisco Bank meetings in Cali- 
fornia because of the suit, and they naturally don't 
want to become involved. 
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The Court: Well, the stipulation should free 
them so long as they are here on the congressional 
committee. 

T am sorry, I cannot grant you your request. Your 
name was? 

Mr. McMahon: McMahon, M-c-M-a-h-o-n, Harry. 

The Court: Harry McMahon? 

Mr. McMahon: Yes. 

The Court: Very well. 

Mr. MeMahon: Thank you. 

The Court: Are there any other matters? 

The Clerk: No, your Honor. 


(Whereupon, at 11:55 o’clock a.m., court was 
adjourned.) [7] 


Certificate 


I hereby certify that I am a duly appointed, quali- 
fied and acting official court reporter of the United 
States District Court for the Southern District 
of California. 

I further certify that the foregoing is a true and 
correct transcript of the proceedings had in the 
above-entitled cause on the date or dates specified 
therein, and that said transcript is a true and cor- 
rect transcription of my stenographic notes. 


Dated at Los Angeles, California, this 27th day 
of November, A.D. 1950. 


/s/ AGNAR WAHLBERG, 
Official Reporter. 


[Endorsed]: Filed March 26, 1951. 
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CERTIFICATE OF CLERK 


I, Edmund L. Smith, Clerk of the United States 
District Court for the Southern District of Cali- 
fornia, do hereby certify that the foregoing pages 
numbered from 19,999 to 20,287, inclusive, contain 
ajl of the original papers, documents and exhibits 
filed in the above-entitled action from July 11, 1950, 
to November 9, 1950, inclusive, with the exception 
of the two bonds given as condition for order deny- 
ing stay of execution filed September 22, 1950, but 
contains a full, true and correct photostatic copy of 
said bonds, and the original Two Notices of Appeal 
from the Order of November 9, 1950, photostatic 
copy of Costs Bond on Appeal, Designation of Con- 
tents of Record on Appeal Together With Joinder 
Therein by Official Defendants; Affidavit of Service 
by Mail; Motion and Order for Additional Time to 
Designate Contents of Record on Appeal; Order 
I:xtending Time for Filing Record and Docketing 
Appeal re Special Master’s Partial Interim Fee Al- 
Jowance; Designation by Appellees of Additional 
Portions of Record on Appeal and Affidavit of Serv- 
ice which, together with copy of Reporter’s Tran- 
script of Proceedings on October 23 and 25, 1950, 
transmitted herewith, and the transcripts of records 
in prior appeals in the above-entitled cause con- 
stitute the record on appeal to the United States 
Court of Appeals for the Ninth Circuit from the 
Order for Partial Interim Allowance of Fees to 
Special Master. 
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Witness my hand and the seal of said District 
Court this Ist day of February, A.D. 1951. 


EDMUND L. SMITH, 
Clerk. 


[Seal]: By /s/ THEODORE HOCKH, 
Chief Deputy. 


[Title District Court and Cause. ] 


CERTIFICATE OF CLERK TO 
SUPPLEMENTAL RECORD 


I, Edmund L. Smith, Clerk of the United States 
District Court for the Southern District of Calh- 
fornia, do hereby certify that the foregoing pages 
numbered from 1 to 18, inclusive, contain the origi- 
nal Notices of Appeal of Defendants, etc., Home 
Loan Bank Board, et al., and Federal Home Loan 
Bank of San Francisco; Affidavit of Service by 
Mail; Designations of Contents of Record on Appeal 
by each of the appellants and Affidavit of Service 
by Mail which, together with the transcript of 
record heretofore certified to the U. S. Court of 
Appeals for the Ninth Circuit in these consolidated 
causes, constitute the transcript of record on these 
appeals from the Order for Partial Interim Allow- 
ance of Fees to Special Master to the United 
States Court of Appeals for the Ninth Cireuit. 
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Witness my hand and the seal of said District 
Court this 9th day of June, A.D. 1930. 


EDMUND L. SMITH, 
Clerk. 


By /s/ THEODORE HOCKE, 
Chief Deputy. 


[Title of District Court and Cause.] 


CERTIFICATE OF CLERK TO 
SUPPLEMENTAL TRANSCRIPT 


I, Edmund L. Smith, Clerk of the United States 
District Court for the Southern District of Cali- 
fornia, do hereby certify that the foregoing pages 
numbered from 20288 to 20364, inelusive, contain 
full, true and correct copies of minute orders en- 
tered November 16 and 17, 1950, and the original 
Stipulation and Order filed November 20, 1950, to- 
gether with copy of reporter’s transcript of pro- 
ceedings on November 17, 1950, and the original 
Defendants’ Objections to proposed Findings of 
Fact, Conclusions of Law and Order re Accounting 
of A. V. Ammann as Conservator which constitute 
a supplemental transcript of record on appeals to 
the United States Court of Appeals for the Ninth 
Circuit. 

I further certify that the enclosed copies of re- 
porter’s transcript of proceedings on November 13 
1950, and November 27, 1950, are the Clerk’s File 
copy of said proceedings. 
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Witness my hand and the seal of said District 
Court this 26th day of March, A.D. 1951. 


[Seal] EDMUND L. SMITH, 
Clerk. 


[Endorsed]: No. 12575. United States Court of 
Appeals for the Ninth Cireuit. John H. Fahey, 
et al., Appellants, vs. Ronald Walker, Special 
Master, Appellee, and Federal Home Loan Bank 
of San Francisco, Appellant, vs. Ronald Walker, 
Special Master, Appellee. Transeript of Record. 
Appeals from the United States District Court for 
the Southern District of California, Central Divi- 
sion. 


Filed June 12, 1950. 


/s/ PAUL P. O’BRIEN, 
Clerk of the United States Court of Appeals for 
the Ninth Circuit. 
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In the United States Court of Appeals 
for the Ninth Circuit 


No. 12575 


AIRY. eb al, 
Appellants, 


VS. 


RONALD WALKER, 
Appellee. 


FEDERAL HOME LOAN BANK OF SAN 


FRANCISCO, 
Appellant, 


VS. 


RONALD WALKER, 
Appellee. 


Statement of Federal Home Loan Bank of San 
Francisco of Points To Be Relied Upon on This 
Appeal 

In accordance with Rule 19(6) of the Rules of 
this Court, appellant Federal Home Loan Bank of 

San Francisco makes this statement of Points To 

Be Relied Upon on This Appeal. 


J. The District Court lacked jurisdiction of the 
consolidated actions in which the Special Master 
was appointed, and therefore was without jurisdic- 
tion to award fees to such Special Master. 


II. The District Court lacked jurisdiction in 
Federal Home Loan Bank of Ios Angeles v. Fed- 
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eral Home Loan Bank of San Francisco (No. 5678— 
W.M. below), one of said consolidated actions, in 
that, 


A. The members of the Home Loan Bank Board 
are indispensable parties to said action. 


B. The said Board members have not and cannot 
be duly sued or served in said action. 


1. The said Board members are  non- 
residents of the State of California and have 
never been served therein. 


2. The said Board members may not be 
sued or served as non-resident defendants in 
said action under 28 USC 1655 since said action 
is not one to enforce or remove a lien, ete., on 
property located within the State of California, 
and the relief prayed for cannot be granted 
save by a decree in personam against the said 
Board members, which is unauthorized by 28 
USC 1655. 


3. The said Board members have never made 
a general appearance in said action nor other- 
wise submitted to the jurisdiction of the Dis- 
trict Court over their persons. 


C. Neither the Federal Home Loan Bank of Los 
Angeles nor its shareholders have any justiciable 
interest sufficient to maintain said action. 


D. Said action is an unconsented suit against the 
United States. 


Tit. The District Court lacked jurisdiction in 
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Mallonee, et al. v. Fahey, et al. (No. 5421—-P ibe. 
low), the second of said consolidated actions, in that, 


A. The claims in said second action are in- 
separable from those alleged in the other consoli- 
dated action. 


B. Said second action involves a collateral attack 
on administrative orders complained of in said 
action. 


C. The matters involved in said administrative 
orders are within the exclusive, primary jurisdiction 
of the Home Loan Bank Board, and the parties 
allegedly aggrieved by said orders have failed to 
exhaust their administrative remedies. 


D. The District Court lacked jurisdiction over 
the present and former members of the Home Loan 
Bank Board in said second action and said board 
members are indispensable parties to said action. 


1. None of said present or former members are 
residents of the State of California, and none have 
been served therein. 


2. The said present and former members cannot 
be sued or served in said second action as non- 
resident defendants under 28 USC 1655. 

(a) The said second action was never one 
to enforce or remove a lien, ete., on property 
located within the State of California. 

(b) Upon the termination of the appoint- 
ment of defendant Ammann as conservator for 
the Long Beach Federal Savings and Loan 
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- Association, the said action had for its sole 
object an in persona judgment for money 
damages which is unauthorized by 28 USC 
1655. 


3. The said present and former members can- 
not be sued or served under 28 USC 1335 or 2361, 
either in said second action or in the so-called cross- 
claims in interpleader or bills in the nature of in- 
terpleader filed in said action. 

(a) Neither of said actions or cross-claims 
are civil actions of, or in the nature of, inter- 
pleader. 

(b) None of said present or former mem- 
bers are claimants to any of the money or 
property in controversy within the meaning 
of 28 USC 1335 and 2361. 

(c) The claims, if any, of said present and 
former members are asserted in their official 
capacities only and are thus the claims of the 
United States, which has not consented to be 
sued thereon. 


4+. None of said present or former members had 
ever made a general appearance or otherwise sub- 
mitted to the jurisdiction of the District Court 
over their persons in said second action or other 
proceedings filed therein. 


5. The claims for damages now contained in said 
second action are all predicated upon the alleged 
invalidity of the administrative orders appointing 
a conservator and the present and former members 
of the Home Loan Bank Board are necessary and 
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indispensable parties to the determination of such 
issue. 


E. The said second action is an unconsented suit 
against the United States. 


F. The District Court lacked jurisdiction over 
the Federal Savings and Loan Insurance Corpora- 
tion. 

1. Said corporation has never been served 
in the State of California. 


2. Said corporation cannot be sued or served 
in the State of California, since it is not a 
California corporation, and neither does busi- 
ness in the State of California nor maintains 
any agent on whom service can be made in 
said State. 


3. Said corporation cannot be sued or served 
as a non-resident defendant under 28 USC 1655, 
or 1335 and 2361, for the reasons specified in 
Points IlI D 2 and 3 above. 


TV. Assuming, contrary to facet and law, that 
the District Court had jurisdiction of one or both 
the consolidated actions, the District Court erred in 
awarding master’s fees out of funds on deposit in 
the Registry of the court. 


A. The District Court lacked jurisdiction to 
enter the order dated March 29, 1948, requiring the 
deposit in the Registry of the court of notes, deeds 
of trust and other collateral owned and held by 
appellant Federal Home Loan Bank of San Fran- 
cisco. 
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B. The award of master’s fees from funds on 
deposit in court constitutes an unlawful invasion of 
the collateral securing notes of appellant Federal 
Home Loan Bank of San Francisco on deposit in 
court and the court’s finding to the contrary is not 
supported in law or by the record. 


C. The award of master’s fees from funds on de- 
posit in court 1s improper and erroneous for the 
reasons that: 


1. There are no general funds contained in 
such deposit from which such award can be paid 
and any finding of the court to the contrary is 
not supported in law or by the record. 

2. There is no showing or evidence in the 
record that any services of the master were 
rendered with respect to any dispute or con- 
troversy relating to any of the several pro- 
ceedings in purported interpleader or interven- 
tion in connection with which the deposits were 
made or affecting any of such deposits. 


V. Assuming, contrary to fact and law, that the 
District Court had jurisdiction of one or both the 
consolidated actions, the District Court erred in its 
award of master’s fees. 


A. There is no sufficient evidence from which 
to ascertain whether the award is fair and reason- 
able. 

1. There is no sufficient showing of the 
services rendered by the master in each of the 
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several matters for which compensation is 
claimed. 


2. The award fails to allocate the compen- 
sation among the several matters upon which 
services were rendered. 


3. There is a total absence of itemization and 
proof of the services rendered. 


B. There is no sufficient evidence that the serv- 
ices for which compensation is claimed were neces- 
sarily rendered in matters properly referred to the 
special master. 


1. The District Court lacked jurisdiction of 
the accounting between the conservator, A. V. 
Ammann and the Long Beach Federal Savings 
and Loan Association or to refer such account- 
ing to a special master. 

2. The inspection proceedings referred to 
the special master are beyond the proper scope 
of Rule 34 F.R.C.P. 


3. The special master is not entitled to com- 
pensation for services rendered in supervising 
settlement negotiations between the parties for 
the reason that no order of reference of such 
matter was or could have been made by the Dis- 
trict Court which itself lacked jurisdiction to 
supervise such settlement negotiations. 


+. The special master is not entitled to com- 
pensation for attendance at all hearings in said 
consolidated action and for other duties per- 


vs. Ronald Walker, etc. 469 


formed without proper orders of reference and 
the court’s finding that such services were neces- 
sary in connection with orders of reference 
actually made therein is not supported in law or 
by the record. 


C. The original order appointing the special 
master specifically provides all special master’s fees 
for services rendered within the scope of the order 
of the original appointment shall be paid by de- 
fendant and cross-complainant Long Beach Federal 
Savings and Loan Association. ‘To the extent the 
order appealed from allows payment for such serv- 
ices from any funds in the Registry of the court, 
other than said Association’s funds, such order 
violates the original order of appointment and is 
contrary to law. 


D. The allowance of special master’s fees pay- 
able from any funds in the Registry of the eourt 
other than the funds of the Long Beach Federal 
Savings and Loan Association for services ren- 
dered outside the purposes of the original order of 
appomtment, was improper and contrary to law in 
that the expenses of such services must be borne 
in the first instance by the party iitiating the pro- 
ceedings which require the appointinent of such 
special master, subject to such expenses being taxed 
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as costs upon the ultimate judgment in the case. 
Dated: July 6, 1950. 

Respectfully submitted, 
VERNE DUSENBERY, 
PHILIP H. ANGELL, 
IRVING G. BISHOP, 
SYLVESTER HOFFMANN, 

By /s/ PHILIP H. ANGELL, 


Attorneys for Appellant Federal Home Loan Bank 
of San Francisco. 


[Endorsed]: Filed July 7, 1950. 


[Title of Court of Appeals and Cause. ] 


JOINDER OF APPELLANTS HOME LOAN 
BANK BOARD, ET AL., IN STATEMENT 
OF FEDERAL HOME LOAN BANK OF 
SAN FRANCISCO OF POINTS TO BE 
RELIED UPON ON THIS APPEAL 


The appellants Home Loan Bank Board, an 
agency of the executive branch of the Government 
of the Umited States; William K. Divers, Chair- 
man, and J. Alston Adams and O. K. LaRoque, 
Members of the Home Loan Bank Board; the Fed- 
eral Savings and Loan Insurance Corporation, a 
corporate imstrumentality of the United States, 
wholly owned by the United States; John H. Fahey, 
A. V. Ammann, and George Kk. Bramley hereby 
join in the “Statement of Federal Home Loan 
Bank of San Francisco of Points ‘lo Be Relied 
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Upon on This Appeal,’’ filed in this Court on July 
7, 1950, and adopt such statement as the Statement 
of Points To Be Relied Upon on This Appeal of 
these appellants, in accordance with Rule 19(6) of 
the Rules of this Court. 


Dated: July 20, 1950. 


ERNEST A. TOLIN, 
United States Attorney. 


CLYDE C. DOWNING, and 
PAUL FITTING, 
Asst. United States Attorneys. 


By /s/ PAUL FITTING, 

Attorneys for Appellants Home Loan Bank Board, 
Wm. K. Divers, J. Alston Adams, O. K. La- 
Roque, Federal Savings and Loan Insurance 
Corporation, John H. Fahey, A. V. Ammann 
and George K. Bramley. 


Affidavit of Service by Mail attached. 
[Endorsed]: Filed July 24, 1950. 


472 John H. Fahey, et al., 


[Title of Court of Appeals and Cause. ] 


MOTION FOR AN ORDER PERMITTING 
REFERENCE TO PRINTED RECORD ON 
APPEAL IN APPEAL ENT 12a 
“RAHEY, ET AL. VS. MALLONEE, ET 
AL.’’ NO. 12511 IN THE FILES OF THE 
ABOVE-ENTITLED COURT, EXTENDING 
TIME OF ALL PARTIES FOR DESIGNA- 
TION OF PORTIONS OF RECORD FOR 
PRINTING ON APPEAL, AND EXTEND- 
ING TIME OF ALL PARTIES FOR FIL- 
ING BRIEFS 

Comes Now Federal Home Loan Bank of San 
Francisco, one of the appellants in the above-entitled 
appeal, and respectfully moves The Honorable, The 
United States Court of Appeals for the Ninth Cir- 
euit, ex parte, for and on behalf of all appellants 
herein, for its order that: 

1. Reference may be made in the above-entitled 
appeal to the printed record on appeal in Fahey, 
et al., vs. Mallonee, et al., No. 12511 in the files of 
the above-entitled Court, and that it will not be 
necessary for any of the parties to this appeal to 
reprint im the above-entitled appeal any portions 
of the record printed in said appeal No. 12511: 

2. Appellants shall have fifteen (15) davs from 
and after the mailing by the clerk of the above- 
entitled Court of the printed record in said appeal 
No. 12511 within which to designate portions of the 
record to be printed in the above-entitled appeal, 
and appellee shall have fifteen (15) days after 
receipt of such designation by appellants within 
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which to counter-designate any additional portions 
of the record to be printed; 


3. The time for filing appellants’ opening briefs 
in the above-entitled appeal shall be calculated from 
the date upon which copies of the printed record 
in the above-entitled appeal are mailed by the clerk 
of said Court of Appeals. 

The foregoing motion is made upon the written 
stipulation of the parties appellant and appellee 
filed concurrently herewith, and upon the further 
ground that the greater portion of the record re- 
quired to be printed on appeal in the above-entitled 
appeal is now being printed in appeal entitled 
Fahey, et al., vs. Mallonee, et al., No. 12511 in the 
files of the above-entitled Court, and that it will 
not be necessary for any of the parties hereto to 
reprint in the above-entitled appeal any portions 
of the record being printed in said appeal No. 12511, 
and that to require the reprinting of said portions 
of the record now being printed in said appeal No. 
12511 would cost the parties to the above-entitled 
appeal thousands of dollars due to the large volume 
of said printed record. 

Dated: August 7, 1950. 

VERNE DUSENBERY, 
PHILIP H. ANGELL, 
IRVING G. BISHOP, 
SYLVESTER HOFFMANN, 
By /s/ PHILIP H. ANGELL, 
Attorneys for Appellant Federal Home Loan Bank 
of San Francisco. 


[Endorsed]: Filed August 8, 1950. 
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ORDER PERMITTING REFERENCE TO 
PRINTED RECORD ON APPEAL IN AP- 
PEAL ENTITLED “FAHEY, ET AL., VS. 
MALLONEHE, ET AlL.”’ NO. 12511 IN THE 
FILES OF THE ABOVE-ENTITLED 
COURT, EXTENDING TIME OF ALL PAR- 
TIES FOR DESIGNATION OF PORTIONS 
OF RECORD FOR PRINTING ON AP- 
PEAL, AND EXTENDING TIME OF ALL 
PARTIES FOR FILING BRIEFS 


Good Cause Appearing Therefor and pursuant to 
the written stipulation of appellants and appellee 
in the above-entitled appeal, it is hereby ordered 
wate 


Reference may be made in the above-entitled 
appeal to the printed record on appeal in Fahey, 
et al., vs. Mallonec, et al., No. 12511 in the files of 
the above-entitled Court and that it will not be 
necessary for any of the parties to this appeal to 
reprint in the above-entitled appeal any portions 
of the record printed in said appeal No. 12511; 

Appellants shall have fifteen (15) days from and 
after the mailing by the clerk of the above-entitled 
Court of the printed record in said appeal No. 
12511 within which to designate portions of the 
record to be printed in the above-entitled appeal, 
and appellee shall have fifteen (15) days after re- 
ceipt of such designation by appellants within which 
to counter-designate any additional portions of the 
record to be printed ; 
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The time for filing appellants’ opening briefs in 
the above-entitled appeal shall be calculated from 
the date upon which copies of the printed record 
in the above-entitled appeal are mailed by the clerk 
of said Court of Appeals. 


Dated: August 8, 1950. 


/s/ WILLIAM DENMAN, 
Chief Justice. 
/s/ CLIFTON MATHEWS, 
/s/ WILLIAM HEALY. 
Justices of The United States Court of Appeals for 
the Ninth Circuit. 


[Endorsed]: Filed August 8, 1950. 


EXHIBIT “A” 

Partial Table of Documents Printed in Record on 
Appeal in Fahey, et al., vs. Mallonee, et al., 
12511, Pertinent to Appeal 12575. 

Page 

Minute Order January 23, 1948 (for appoint- 

ment of Special Master to supervise transfer 
of Association from Ammann to former 
Erm CeCNt) 2... 22.26. eee eee Vol. VIT 3488 
Order granting petition for removal of con- 
Pema |. ee ee Vol XV IIT S310 
(particularly pages 8319-8320, 8326) 
Motion for Order Requiring Deposit in Court 
and to redeliver excess collateral, filed Feb- 
femme D948 |. et eae... Vol. VIII 3562 
Return of San Francisco Bank in resistance 
to motion for deposit, ete......... Vol. VIII 3690 
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Page 
Minute Order entered March 8, 1948........ 
ee ns oo 3 Vol. VIII 3753 
Minute Order entered March 10, 1948........ 
Seiad eee ta: ee Vol. VIII 3760 
Order dated March 26, 1948, requiring deposit 
of notes, deeds of trust, etc...... Vol. XVIII 8526 


Motion of San Francisco Bank to Vaeate and 
Set Aside Order of Impound, filed July 30, 
1948). ....c2apeows ces eee Vol. XI 


Petition for Instructions, 2/18/48. .Vol. VIII 
Order of Instructions, 2/18/48. .... Vol. VIII 
Petition for Instructions, 3/12/48... Vol. VIII 
Order for Instructions, 3/12/48.... Vol. VIII 


[Interim Report and Petition for Interim Al- 
lowance on Fees for Special Master, 4/9/48 
I ke ys Vol. VIII 


Minute Order, April 19, 1948......... Vol. IX 


Order Approved Interim Report and for 
Partial Interim Allowance of Fees to 
Special Master. ... 20...) a - Vol. [IX 

(particularly 3981) 


Motion for Production of Documents under 


Hemle 390 sy ass Vol. Wak 
Grounds of Opposition and objections to Mo- 
tion for Producten, ete..." > ee Vol. 


Order for Preliminary Inspection, ete, Oc- 
mower 22, 1949. Neves. eee Vol. IT 
(particularly 5467-6468) 


3884 
3978 


3979 


5399 


D419 


5465 
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Report of Special Master on Type, etc., of 
iiemoms. L. Bank.............. Vol. XII 
Order for Inspection, December 2, 1948...... 
MU ee ee Vol. XII 


Second Interim Report of Special Master and 
Petition for Partial Interim Allowance of 
ols jose ee ee Vol. XITI 


Minute Order, March 22, 1949...... Vol NUM 


Order Approving Second Interim Report and 
for Partial Interim Allowance of Fees to 
Special Master, March 25, 1949... Vol. XIII 


Petition for Partial Interim Allowance of. 


Fees, October 25, 1949.......... Vol. XVII 
Minute Order Nov. 7, 1949........ Vol. XVII 
(particularly 8149) 

Order for Partial Interim Allowance of Fees 
to Special Master November 22, 1949....... 
a S20), < VI1 


Order Supplementing Orders of Inspection, 
ete., dated October 22, 1948, and December 2, 


MetewHebp: 7,1950................ Vol, KIX 
Interim Order Re: Accounting of A. V. 
002 Vol. XIE 


Interim Report of Special Master on Prog- 
ress of Accounting and Discovery Proceed- 
ings and Petition for Partial Interim 
Allowance upon Fees, February 27, 1950. ... 
go 6a eae a Ol, DON 
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Page 


D019 


5699 


6056 


6340 


6420 


8046 
8145 


8165 


8869 


8987 
8993 


9263 
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Page 
Objection and Points and Authorities to Peti- 
tion of Special Master for Partial Interim 
Allowance Upon Fees............. Vol. XX 9275 
Answer of Fed. Home Loan Bank of S. F. to 
Interim Report and Objections to Allowance 


il i a ee Vol. XX 9281 
Memorandum of Points and Authorities in 
SUV POita! os... - / ee emer Vol. XX 9297 


Order for Partial Interim Allowance of Fees 
to Special Master, March 9, 1950... Vol. XX 9304 
Respectfully submitted, 
ERNEST A. TOLIN, 
United States Attorney, Southern District of Cali- 
fornia. 
By /s/ ARLINE MARTIN, 
Asst. United States Attorney. 
/s/ WILLIAM F. McKENNA, 
Assistant General Counsel, Home Loan Bank Board, 
Attorneys for Appellants Home Loan Bank 
Board, William K. Divers, J. Alston Adams, 
O. K. LaRoque, the Federal Savings and Loan 
Insurance Corporation, John H. Fahey, A. Y. 
Ammann and George K. Bramley. 
VERNE DUSENBERY, 
PHILIP EH. ANGIE 
BISHOP & HOFFMAN, 
By /s/ PHILIP H. ANGE 
Attorneys for Appellant Federal Home Loan Bank 
of San Francisco. 
[Endorsed]: Filed December 1, 1950. 
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[Title of Court of Appeals and Cause. ] 


APPELLANTS’ STATEMENT OF POINTS TO 
BE RELIED UPON ON APPEAL FROM 
ORDER OF NOVEMBER 9, 1950 


In accordance with Rule 19.6 of the rules of this 
Court, appellants Home Loan Bank Board, an 
agency of the executive branch of the Government 
of the United States; William K. Divers, J. Alston 
Adams, O. K. LaRoque, the Federal Savings and 
Loan Insurance Corporation, a corporate instru- 
mentality of the United States, wholly owned by 
the United States; John H. Fahey, A. V. Ammann, 
George K. Bramley and the Federal Home Loan 
Bank of San Francisco, a corporation, organized 
and existing under the laws of the United States 
and an instrumentality thereof, hereby make this 
joint statement of points to be relied upon on appeal 
from the order of the District Court of the United 
States in and for the Southern District of Califor- 
nia, Central Division, entered November 9, 1950, 
in consolidated actions 5421—PH and 5678—W\M. 
allowing additional fees to the Special Master: 


I. These appellants will rely on, and hereby in- 
corporate to the same extent as though fully set 
forth herein, all of the points on appeal contained 
in the Statement of Federal Home Loan Bank of 
San Francisco of Points To Be Relied Upon on 
This Appeal filed herein on July 7, 1950, and con- 
stituting the statement of points on appeal from the 
order of said District Court dated March 9, 1950, 
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in said consolidated actions allowing fees to the 
Special Master. 


II. These appellants will also rely upon the 
following additional points on appeal: 


A. That the recitals and findings of said order 
allowing fees dated November 9, 1950, to the effect 
that it is essential that the inspection of documents 
continue under the Special Master is contrary to the 
evidence and to law. 


B. That the recitals and findings of said order 
to the effect that it would be improper and unreason- 
able to assess fees of the Special Master against 
any parties to the proceeding or to allocate the 
value of said services to any particular phase of 
the services rendered is contrary to the evidence 
and to law. 


C. That the recitals and findings of said court 
to the effect that a partial interim allowance of fees 
to the Special Master will not affect or impair the 
security or ultimate collectibility of notes of ap- 
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pellant Federal Home Loan Bank of San Francisco 
is contrary to the evidence and to law. 


Dated: February 28, 1951. 
Respectfully submitted, 
ERNEST A. TOLIN, 
U.S. Attorney, Southern Dis- 
trict of California. 
ARLINE MARTIN, and 
CLYDE C. DOWNING, 
Asst. U. S. Attorneys. 
WILLIAM F. MecKENNA, 

Asst. General Counsel, Home Loan Bank Board, 
Attorneys for Appellants Home Loan Bank 
Board, William K. Divers, J. Alston Adams, 
O. K. LaRoque, the Federal Savings and Loan 


Insurance Corporation, John H. Fahey, A. V. 
Ammann and George K. Bramley. 


VERNE DUSENBERY, 
BISHOP & HOFFMANN, 
ANGELL, HEARN & ADAMS, 
PHILIP H. ANGELL, 

By /s/ VERNE DUSENBERY, 


Attorneys for Appellant Federal Home Loan Bank 
of San Francisco. 


[Endorsed]: Filed March 2, 1951. 


